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About the Book 





The subject ‘Industrial management' studies the basic concept of management and all 
other management related aspects, which are considered essential for engineering 
students. The present book Industrial Management has been developed after browsing 
through the syllabi of all the universities and technical institutions in India and abroad. 
Normally, this subject is taught to engineering students in their sixth or seventh semester 
to make them industry ready. The knowledge of this subject is important to develop an 
understanding of various functions of management, role of workers and engineers, 


production and operations functions, quality management, organizational behaviour, 
industrial relations, etc. 


For engineers, proper knowledge of industrial management can bring successful 
careers. Management inputs strengthen their decision-making powers of engineers in 
organizations, as it would enable them to understand the techniques of resource 
optimization to achieve business results. In today's complex business environment, 
engineering and management issues cannot be segregated. Integration of industrial 
management with the technicalities of engineering functions yield better results. Every 
engineer needs to plan, organize, direct, coordinate and control. These activities are 
in-built with engineers' core functions of production and operations. With management 
their inputs, engineers can regulate the functions of an organization more effectively. 

The core objectives of this book are to: 


¢ Enrich students with sound knowledge and skills and so also the application of 
industrial management in workplaces. | 


¢ Strengthen the critical knowledge of students in selected management areas, 
important for workplace decision making. 


e Reinforce the engineering knowledge and skills with management inputs to 
enhance the employability of engineering students. 


e Develop students' potentiality to groom them as future managers. 


e Equip students to learn and apply various managerial tools and techniques for 
improved decision making. 


Keeping in view the need of engineering students, the book is written in simple and 
lucid language with illustrative examples, models, mathematical problems and its 
solutions, etc. Each chapter has been sequenced in such a manner, so as to enable the 
readers to understand its pace and sequence and develop their knowledge scientifically. 

The book provides adequate examples to help students relate to their theoretical 
understandings. At the end of each chapter, key words and relevant questions are 
provided to test the knowledge of the students. The book would certainly be the most 
effective keeping in mind the coverage of All-India syllabi from different practical and 


operational aspects of industrial management for engineering degree and diploma 
students. 
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| Preface 
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My primary motivation to write a book on the topic of ‘ndustrial management’ for the 


te engineering students stemmed from my long experience in the training functions of 


Indian Ordnance Factories, where I have seen how even the most well-skilled engineers 
feel shaky In an operational environment for lack of knowledge of managerial enpeiis 
Since then I have been nurturing the idea of developing such a text in a simple an 
lucid language to help the undergraduate engineering students understand the basics 
of management. 

The book contains twenty-three chapters that cover all aspects of all-India level 
syllabi and even match with the global course requirements. 

In twenty-three chapters, the book elaborates on all the facets of industrial 
management. This would truly help engineers to integrate their engineering expertise 
with management skills and groom them as future managers of the organizations. 

Writing this book would not have been possible without the active support of my 
friends and colleagues. I gratefully acknowledge the contributions made by my colleagues 
at Camellia Group, especially Mr N.R. Datta, Chairman and Managing Director and 
the faculty members of Management and Engineering Colleges of the Camellia Group. 
Prof. Sudipti Banerjea, Department of Commerce, University of Calcutta, Prof. Sanjoy 
Bhattacharyya, Director, National Institute for Technical Teachers’ Training and 
Research, Prof. C.T. Bhunia, Director of BITM, Shantiniketan, Prof. S. Sengupta, 
Director, CIT, Prof. Abir Chatterjee, Principal, CSCT, Prof. N.C. De Sarkar, Principal, 
CITM deserve special mention. I am also highly indebted to my family members for 
their immense cooperation and support during the time when I was developing this 
manuscript. Last but not the least, I would be failing in my duty if I did not mention 
my publisher Vikas Publishing House, whose support could make this book possible. 

I will gratefully acknowledge and criticism/suggestions to improve the future editions 
of this book. 


Dr D K Bhattacharyya 
e-mail: dkbhattacharyya@yahoo.co.in 
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e term ‘industrial management’ is more relevant for engineering 
students, as it primarily focuses on operational aspects 

of management theories. However, to understand the basics 
of industrial management, it is desirable that students first 
understand the basic concept of management, its evolution and 
also why we must study it. Today's organizations need to apply 
management practices to achieve their goals and objectives. 
Application of management theories and concepts are now all 
pervasive and all encompassing. With best engineering skills 
and knowledge, professionals cannot just sustain since any 
operational issues require application of management techniques. 
Any engineer, by profession is also a manager, as engineers also 
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OR als M oranization is defined as relations among components of | 
and activities. Also, OTE sructure denotes the components and relations that 
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‘on systems. Three different lev els of org on | are 
and information $) 4 operational. Strategic level represents decision-making level, 
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sea eae behaviour is the analysis of an organizations structure and 1% 
functions and the behaviour of its people. Behavioural study encompasses both 
the group and the individuals. Theoretically, it is difficult to draw a border. ne 
between management and organizational behaviour. Rather, it can be said tha 7 
one supplements the other. A couple of issues regarding organizational behaviou HY 
has its root in the management process. In fact, management studies have | 
begun much before the start of the study of organizational behaviour. The study” 
of organizational behaviour has its beginning from the middle of 12th cent ry: 
Major focus of organizational behaviour studies, therefore, borrow the suppor 
from management theories to understand the regulating features of structure, 
behaviour of people and the issues concerning external and internal fit. ‘ 
A successful managing of organizational behaviour largely depends on the 
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Introduction to Industrial Management: Concept, Nature, Process and Significance 


home-centred production system. They themselves were the Oe 
services and of means of capital. Participation being spontaneous (wor : os 
their own) and activities being small (confined within the family ne ir 
management as a significant human activity did not get recognized t a ies 
the advancement of technology, communication, transportation, market dom : 
had expanded beyond the neighbourhood areas. It was at this time only, the nee 
for more organized production activity in the form of factory-centred Aetpionin 
system had emerged. People then started working in groups to accomplish go ie 
It was then not possible to achieve goals, working as individuals or individu 
households. Management then became an inevitable task to bring coordination 
between the individual efforts in groups. 

With the increase in global competition and advancement of technology, the 
task of managers is becoming more and more important. In this chapter. we 
have first discussed the definition and concept of management and subsequently 
elaborated on management thoughts with emphasis on Taylor, Fayol, Mayo, Follet 
and Max Weber. 


NATURE OF MANAGEMENT AND ITS PROCESS 


Human needs are largely satisfied through economic activities of organized groups 
and associations. In our own interest, we join together and accomplish goals 
through cooperation. In this pursuit, however, to be more effective, it is essential 
that a group efforts is properly organized, directed and coordinated, i.e., there is 
a need for management. Therefore, it can be said that management is as old as 
the civilization or organized life. Systematic study of management, however, is 
the product of six or seven decades. 


Particularly, after World War II, the literature on management has grown at 
an unprecedented rate. This, in turn, has greatly helped in improving research, 
teaching and practice. But such a growth has also added to differences of opinion 
and controversies. Ranging from the operational school of management thought 
to the mathematical school, one comes across the human behaviour school, the 
systems school and the decision theory school. These divergent views relating 
to management have made the task of defining management extremely difficult. 
Operationally, management may be defined as: 

A dynamic process, that helps to get the things done, through and 
with the efforts of people. 

However this definition suffers from the test of inadequacy. In this competitive 
world, management as a process helps in optimizing scarce resources, i.e., all the 
inputs, to achieve the intended goals and objectives of the organizations. 

Today, management efficiency distinguishes one organization from another as 
it adds to the competitive strength of the latter. Management has been defined 
by different authorities differently; but irrespective of differences in approaches 
and environment, management process is essentially the same in all organized 


-activities and at all levels in an organization. 


Meaning and Process ) | 


Before going into the details, let. us first review the definitions of management 
given by different experts in the fleld. Here the definitions are given chronologically 
and are subsequently categorized into different approaches. 
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5 -ecutiv tion; it deals 
nt is essentially an executive func Particular ly (b) Human Relations’ Orientation: This concept was pioneered by Lawrence 


uman effort ...- Mary Se el deed Said that A. Appley and Harold Knootz. Their definitions of management primarily 
gement., achieves a social objective with ' lays emphasis on people. 


(c) ‘Decision-making’ Orientation: Definitions under this category focus 
on decision making as primary management function. Ross Moore and 
Stanley Vance pioneered this concept. 


(d) Leadership Orientation: Leadership as essence of management has been 
highlighted by the proponents of this concept. Donald J. Clough and Ralph 
C. Davis are two pioneers, who relate management with leadership. 
Process Orientation: Management as a process has been defined by 
numerous authors like James L. Lundy, Dalton, E. McFarland, Howard. 
M. Carlisle, F.E.L. Brech, Robert L. Trewatha, M. Gene Newport and 
George R. Terry. 


Till now, we have only discussed about different definitions and the orientation 
of management. After reviewing the various definitions provided by various 
experts, we can decide upon one appropriate definition of management in order 
to avoid any kind of confusion. It can be said that management is optimization of 
constraining resources to achieve some intended goals. ‘Resources’ is a broad term 
and it encompasses everything that we require as inputs (including knowledge » 
and information inputs). Resources are not available in abundance. There alwavs 
exist resource constraints. Every organization through its efficient management 
tries to achieve its charted goals and objectives by proper allocation of resources. 
Goals and objectives emanate from the strategic plan of an organization, which 
has been discussed in the chapter on Planning. 
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of group goals. It is the art of removing blocks to suc ae pe ae: a Way of | 
opti zing efficiency in reaching goals. John F. Mee efined management as 
the art of securing maximum results with a minimum of effort so as to secure 
maximum prosperity and happiness for both employer and employee and give 
the public the best possible service. James L. Lundy opined that ‘Management 

is principally the task of planning. coordinating, motivating and controlling the 
efforts of others towards a specific objective.’ Prof. A. Dasgupta (1969), the father 

of Indian Management Education. defined management as ‘the creation and control 

of technological and human environment of an organization in which human skill 
and capacities of individuals and groups find full scope for their effective use in 
order to accomplish the objectives for which an enterprise has been set up. Itis | 
involved in the relationships of the individual. group, the organization and the | 
environment.’ Dalton E. McFarland defined management *... as that process by 
which managers create, direct, maintain, and operate purposive organizations MANAGEME 

through systematic, coordinated. cooperative human effort.’ According to Theo | sai DURE RHNSea OR EARS 

Haimann and William G. Scott, ‘Management is a social and technical process | Functions relating to activities such as production, purchasing, selling, advertising, 
which utilizes resources, influences human action and facilitates changes in order finance and accounting differ from one enterprise to another. But functions of 
to accomplish organization goals.’ Joseph Massie (1973) defined sement | pen agement are common to all business units and non-profit organizations. 
oa i process by which a cooperative group directs action towards common | enri Fayol, the founder of modern management theory, divided all activities of 
coals. Robert L. Trewatha and M. Gene Newport defined management a5 ‘= organization into six groups: 
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resco initia ct 7 nena a coordination of the human and material resources (b) Commercial 
defined rea ¢ and efficient attainment of objectives.’ Howard M. Carlisle (c) Financial 
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describing management functions is to consider it as a proces ot 


As a process, management refers to a series of interrelated functions, i.e., Planning, 


organizing, staffing, leading, coordinating and controlling. | 


Planning ? pees) 

Planning is deciding in advance what is to be done, how and when it is to be done. 
It involves projecting the future course of action for the business as a whole and 
also for different sections within it. Planning is thus the preparatory step for actions 
and helps in bridging the gap between the present and the future. Since planning 
is essentially choosing, it is dependent upon the availability of alternatives. It is 
through this process of choosing that the decision making can obviously be seen 
as an important aspect of planning. Thus, planning is an intellectual process and 
signifies the use of rational approach to the solution of any problem: In a more 
concrete sense, planning process comprises of determination and laying down of 
(i) objectives, (ii) policies, (iii) procedures, (iv) rules, (v) programmes, (vi) budgets 
and (vii) strategies. A management might plan for both short run and long run. 


For improved efficiency and better results, short-run plans should be properly 


coordinated with long-run plans. | 
Planning is a fundamental function of management. All other functions of 


management are greatly influenced by the planning process. Importance of planning : 
1s amply manifested by increasing interest evinced in planning in business. Very 


often, planning process is erroneously described to be the prerogative of the 


top management. However, the fact is that planning permeates all levels in the 
organization, and every Manager irrespective of his position in the management 


hierarchy must plan within the limits of his authority and decisions of his 
seniors. “ws 
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Organizing 


Organizing 1s the next function of management. It may be conceived as the 
structuring of functions and duties to be performed by a group of people for the 
purpose of attaining enterprise objectives. Functions and activities of the enter- 
prise depend upon objectives to be accomplished and are also directed towards 
the fulfilment of such objectives. This necessitates the establishment of activity- 
authority relation through the enterprise. 


More specifically, organizing function of management involves the following 
steps: 


(a) 


Determination of activities of the enterprise keeping in view of its 
objectives 


Classification of such activities into convenient groups for the purpose 
of division 
Assignment of these groups of activities to individuals 
Delegation of authority and fixing of responsibility for carrying out such 
assigned duties 
Coordination of these activities and authority relations throughout the 
organization 

Thus, division of work among people and coordination of their efforts to achieve 
specific objectives are the fundamental aspects of an organization. Problems arise 
only when group efforts are not involved. One-man activities cannot possibly be 


(b) 


(c) 
(d) 


(e) 


organized in the sense in which the term is used. Similarly, organization is always 


intended to achieve objectives, and it is a means to an end and never an end in 
itself. For better results it is, therefore, implied that organization should be based 
upon practical prudence and sound application of organizational principles. 


Staffing 


Organizing as a function of management helps the executive to establish positions 
and lay down their functional relations to each other. However, it is through staffing 
function that different positions in the organization structure are kept manned. 
Staffing process, therefore, provides the organization with adequate, competent and 
qualified personnel at all levels in the enterprise. Since successful performance by 
individuals largely determines success of the structure, staffing function deserves 
sufficient care and attention of the management. It implies that managers should 
properly estimate the manpower requirements of the organization consistent with 
the qualifications expected for proper and efficient discharge of duties on existing 
and possible jobs in the organization, lay down suitable selection and placement 
procedures, develop employee skills through training and appraisal schemes and 
should also devise suitable schemes of compensation. 


Staffing is a continuous function. A new enterprise has to employ people to 
fill in the positions that are being generated in the organization. In established 
enterprises, retirement of employees or death of any employee and also the frequent 


changes in objective and in the organization itself make staffing a continuous 
function of management. 
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objectives can be achieved according to the best of their - - me even then 
there is no guarantee that work will always proceed according to plans, It is thi, ; 
possibility of actions deviating from plan that calls for constant observation of 
actual performance so that appropriate steps may be taken to make them conform 
to plans. Thus, the controlling task of management involves compelling the events. 
to conform to plans. The important steps to be initiated in the direction are.as | 
follows: a2 beet | 
(a) Measurement of accomplishment against the standard and recording of 
deviations he 
Analysing and probing the reasons for such deviations contin ‘ 
Fixing of responsibility in terms of persons responsible for negative | 


















(b) 
(c) 


deviations  — 
(d) Correction of employee performance so that group goals and plans devised 
to attain them are accomplished il 


Control is thus closely related to the planning job of the manager. However, 
it should not be viewed merely as a post mortem of past achievements and 
performance. In fact, a good control system should suggest corrective measures sO 
that negative deviations may not recur in future. The principle of feedback when 
incorporated in the control system can be of great use in this direction. 
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coordination Is attributed to the failure of performing all the management functions 
vecatloned before, 


Coordination deals with harmonizing the work relations and efforts at all 


— levels for some common purpose, It may be described as unlfying and achieving 


harmony of Individual efforts for (he purpose of accomplishing group goals. The 
whole idea of coordination Is to adjust, reconcile and synchronize individual 
efforts, so thal group efforts become more effective. This helps in achieving some 
common objcctives, 


Sometimes, coordination 1s confused with cooperation and it is thought, though 
erroneously, that if there {s cooperation, coordination will automatically follow. 
Though, cooperation helps in achieving coordination, it is by no means the sole 
condition for the latter to follow. One can take the example of a cricket match. 
Without coordinated efforts on the part of players, it is difficult for the team to 
win a match. Coordination cannot happen spontaneously. First, the differences in 
understanding, approach, timing, interest or efforts have to be reconciled during 
synchronizing the individual efforts. 

While managing, a manager coordinates the work of his subordinates. For 
better results following guidelines are suggested: 


(a) Coordination should be viewed as a responsibility of every manager right 
from the bottom to the top and every individual should know how his 
job contributes towards accomplishing the objectives of his department 
and also the dominant goals of the enterprise. Even when a supervisor 

- is able to accomplish the objectives of his department, he should realize 
that his achievement is nothing unless combined with the achievements 
of the other units. The combined effort of all individuals contribute to 
the attainment of high level objectives of the organization. Thus, every 
manager should understand and appreciate hierarchy of objectives. 


Individual efforts are more easily synchronized if coordination is achieved 
in early stages of planning and policy making. Thus, where production 
and marketing policies are at cross ends, coordination between the two 
groups of activities will be a serious problem. 


Coordination is better achieved through understanding of interpersonal, 


horizontal rather than vertical relationships of people in the organization 
and by issue of orders for coordination. 


Another essential requirement for good coordination is good communication. 
As a result of constant change in the business environment, plans and 
policies are frequently revised and compromises and adjustments are 
made. Sometimes, information is not communicated well in time. In that 
case, unifying individual efforts for accomplishment of enterprise goals 
becomes difficult without this communication. 


(b) 


(c) 


(d) 


IMPORTANT CHARACTERISTICS AND 
FEATURES OF MANAGEMENT 


In the context of various definitions of management and subsequent discussions, 


we can enumerate important characteristics and features of management as 
follows: . 
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Management Optimizes Constraining Resources 


Appropriate resource allocation and optimization of those resources is another | 


important feature of management. Objectives are set, keeping in view the resource 


constraints. Manager has to rationalize the utilization of constraining resources, | 


so as to achieve best results. Let us understand this with an illustration. Suppose 
a manager has two options before him: one is to buy new technology with huge 


capital investment and another is to sub-contract or outsource the job. Capital | 


investment will require the organization to borrow the fund required, pay-back 


period of which is more than ten years, whereas sub-contracting will enable 
the organization to manage the activity, once proper vendor is identified. If the} 


manager faces this situation, what will he do? He will obviously go for the second 
option as there are examples of many companies who have done very well by even 
outsourcing their manufacturing activities. 


Management Works with and through People 


Organization is not just brick and mortar, nor is it just system and structure. It 


consists of its people or employees. The competitive advantage of any organization | 
is its people. Hence, managing people successfully is the most important priority | 
for an organization. More than two centuries old Encyclopedia Britannica collapsed | 


because it could not succeed to manage its people to respond to change. When 
Microsoft's sister concern Encarta introduced CD version of Encyclopedia in 
the market, Britannica could not respond to this change positively, as the CD 


version would have reduced the commission income of its sales force. Ultimately: 
the company had to Sell its stake 3 


Price. Therefore, without takin 
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Management Is about Decision Making 


~ One of the most Important tasks of a manager Is decision making. A manager has 


to evaluate varlous declsion alternatives and select the best one. Proper decision 
making minimizes the risk. Various decision-making tools have been discussed 
in a separate chapter later in the book. 


Management Is a Science as well as an Art 


Management Is both a science and an art. Learning of management is possible 
through a scientific process. Management as a discipline is a science. However, 
effective application of management is an art. That is why managerial styles 
differ. A manager may be too formal with subordinates and maintain task- 
oriented relationship while another may be informal and people oriented. Both 
may lead to results but a long-term effectiveness is achieved only through people 
orientation. 


Management Is Universal 


Management encompasses everything, not merely a business organization. Even 
for managing a temple or a church or a mosque, one has to apply management 
principles, though approaches may differ. Universality also implies transferability 
of management knowledge and skills across countries. There are arguments for 
and against universality of management principles. Proponents of cross-cultural 
management are against universality of management as they consider management 
to be situational and there is nothing like universal principles of management. 


_ However, those who subscribe to the concept of universality of management suggest 


that management is universal and can be found in all types of organizations. 


Management Is Intangible 


Management is not something tangible or visible; it is intangible. It is an intel- 
lectual process to facilitate proper functiioning of an organization. Information and 
knowledge are key elements of management, and these are now most important 
inputs. Entire process of management, i.e., planning, organizing, staffing, direction, 
etc., are intangible inputs, which add value to the organization. 


Management Is an Interdisciplinary Approach 


Management is a structured approach encompassing different fields like, 
Political Science, Economics, Sociology, Psychology, Mathematics and Statistics, 
Anthropology and even Engineering. Inputs from all these disciplines have 
strengthened management and managerial functions. 


Management Is a Social Process 


As a social process management has to be responsive to the social needs. Social 


Ul ‘| Responsibility of Organization is now a well-developed concept which requires 
to another new investor at less than half of ils} - 


Management to take inputs from society and give outputs to society. Social 


well-being can be related with the quality of management. Efficient management 
_ through proper utilization of resources of society can improve the quality of life. 
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Management Is a System of Authority 


Management involves decision making. In any organization, the noua of pasts : 
making ultimately lies with management. T raditionally, sae on p- cture, | 
therefore, puts management on the top, from where authority an Teporting 
relationships flow. Even though now-a-days we try to make more participative 
organization diluting the power through horizontal, matrix and also to some extent 

hybrid organizational structure, the ultimate planning and controlling functions 

still rest with management personnel. | 














Management Is Dynamic 1 ri 
An organization has to relate to the environmental forces that exist around it 
Therefore, to adapt to the changes, an organization has to be dynamic. Witho it} 
a dynamic approach, an organization may lose its competitive advantage. Using 
SWOT (strength, weakness, opportunities and threat) model, BCG (Boston 
Consulting Group) matrix or Porter's model, an organization decides its course 


of action to respond to the changing requirements and frame their plans 4 nd 
strategies accordingly. * 
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Management Principles Are Relative and Not Absolute 


Management principles are not absolut 
organization may have different situation 
place, socio-cultural factors. Therefore 


e. It depends on the situation, Each 
than others. Difference may be for time, 
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applicable for thelr US operations, the results are more likely to be disastrous 
because of the difference in the working conditions between the US and Peru. 
Unlike In the US, workers in Peru, get long lunch break in between their working 
hours, which even extend up to three hours, giving scope to the workers to take 
a siesta. They, however, start early morning to maintain the schedule of actual 
working hours. 


Management Is an Emerging Profession 


The word profession has variety of meanings. It is characterized as an occupation 
based on specialized knowledge and skill, a theoretical structure. learning of 
science. Management as an occupation fits the above characteristics. On the 
other hand, management lacks the characteristic of a true profession because it 
does not fulfil certain characteristics of a profession. In order to be a profession 
in a true sense, management has to satisfy following important characteristics: 
(i) existence of an organized and systematized body of knowledge, (ii) formal method 
of acquisition of knowledge, (iii) existence of an association with professionalism 
as its goals, (iv) formulation of ethical codes and (v) service motives. Many authors 
argue that management does not satisfy all these characteristic: hence, it is 
wrong to designate management as a profession. It is better to call management 
as an emerging profession. Whatever may be the arguments, management is 
increasingly getting recognized in India as a profession. To substantiate the claim. 
there are a number of professional management bodies like All India Management 
Association, National Institute of Personnel Management, Indian Society for Training 
and Development, etc., who are furthering the cause of management by regular 
membership services, They came out with the professional ethics, which largely 
focus on service motives, taking profession beyond one’s individual livelihood. 


Management Is a Strategic Function 


Every organization now has to move strategically to chart their action plan to 
sustain their competitive edge in a changing environment. Whether to emphasize 
new market development or enhance scope for repeat buying with better customer 
relationship management (CRM), itis a strategic choice which an organization has 
to make. This aspect has been discussed in our chapter on Planning. 


Importance of Management 


All the aforementioned points contribute to the significance of management in an 
organization. However, in order to give a better presentation, some points have 
been listed in the following, which a reader can elaborate based on the earlier 


inputs: , 
1. Management optimizes use of scarce resources _ 

Management ensures effective leadership and motivation 

Management promotes industrial relations harmony 

Management helps in achieving goals 

Management facilitates change and growth 

Management enhances quality of life 

Management improves productivity 
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dealing wih shasize that management is still a growing science, 

The function of art is to effect change or accomplish ae nme efforts, | 
Art is reflected from the practical application ol neers =a are me oresen nts 
sense, management is an art as well. Management as so : contael i ie for . 
the sake of knowledge alone but also for their application mM ' e's. tuations, 
In fact, skill in application of principles to work situations a2 0 ay to the 
job of an executive that some authorities regard management to be essentially an | 
art. However, it would not be appropriate to regar d science and art as mutually 
exclusive. The fact is that science is theoretical, whereas, art is practical, and 
both are complementary to each other. Thus, theory and practice of management : 


are mutually helpful. ~ 
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MANAGEMENT AS A PROFESSION a 


Corporate form of organization with separation of ownership from managemen a. 
growing complexities in managing the activities of organization, development of 
organized body of systematic knowledge of management are essential factors which : 
are responsible for raising management to the status of a distinct profession. . rh 
field is normally characterized as profession when the following special features 
are present in it: ha 
(i) Systematic body of knowledge a 

(ii) Need for learning and proper organization a J 

(iii) Entry restricted on the basis of examination or education 

(iv) Dominance of service motive over profit motive , ae 

fe Except for restricted entry, management qualifies all other tests of a profession: 
t is now backed by a systematic body of knowledge. A number of managemem 
igen re been developed which need proper learning and education. Besides: 
ee ss countries management institutes, associations and universities 
mparting knowledge relating to management. Moreover, social and me a 


“wh o 
‘ett. ee 
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climate has created new challenges for the management. Management of today 
must be crealive rather than adaptive and must also be conscious of its ethical 
and social responsibilities to the society. Another important development in the 
field of management has been that professional management consultants are 
growing both in numbers and quality. However, management fails to qualify the 
test of professionalism that is related to restricted entry. Though there is growing 
preference in (he soclety for properly educated and trained people for managing 
business enterprises, yet self-made managers cannot altogether be eliminated. 
Thus, management may not be a profession strictly similar to the legal or medical, 
yet professional overtones are very much present in management. 


As mentioned in our introductory literature, management was influenced by 


| various disciplines like, sociology, economics, political science, anthropology, 
_ psychology and even by literatures. Due to such multi-disciplinary approaches, 


authors like Harold Koontz referred it as ‘jungle’. Even, there exist differences in 
classification of approaches. However, probably the best way to classify management 


_ approaches from the analysis of Hutchinson (1971), which considers the process 
' of development of management from five different perspectives. Without going 
| into the details of such differences in approaches, we have analysed the history 


of management from three different perspectives as following: 


1. Classical Approach 
2. Neo-classical Approach 
3. Modern Approach 


Classical approach conventionally is considered as traditionally accepted 
views and not views which are classical due to being time-bound. Classical 
management approach emphasizes the concept of organizational efficiency 
to increase organizational success. It believes in functional interrelationship, 
following of certain principles based on experience, bureaucratic structure and 
reward-punishment nexus. Classical thoughts on management developed in three 
different directions—bureaucracy, scientific management and administration 
theory. Bureaucratic Approach was pioneered by Max Weber (1920), Scientific 
Management Approach was pioneered by F.W. Taylor (1930) and Administration 
Ttheory concept was pioneered by Henri Fayol (1925). 


Neo-classical theory emphasizes human relations, importance of man behind 


_ the machine, the importance of individual as well as group relationships, social 


aspects, etc. This approach was pioneered by Elton Mayo and his associates in 
1930. It further got extended to behavioural sciences approach, pioneered by 
Abraham Maslow, Chris Argyris, Douglas McGregor and Rensis Likert. Quantitative 
Approach (during World War II) and Contingency (situational) Approach also form 


_ the part of the neo-classical theory. 


Modern management thought combines concepts of classical approach with 


social and natural sciences. Basically, it emerged from systems analysis. 


PRE-CLASSICAL APPROACH 


Even though most of the discussions on evolution of management thoughts start 
with the classical approach, we have here briefly discussed the contributions 
of some of the theorists, who belong to the pre-classical school of thought, to 
appreciate the process of development in management thoughts. 
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‘buti _classical theorists, it is ‘clear that the,| 
Reviewing the eae ee ie techniques to solve some identities 
emphasis was a “pvious technical background, they could not think of | 
problems. ee A separate field. By and large, they had integrated management j 
cise pen ee areas of specialization. Andrew Ure, Charles Duplin and Henry 
Rebinsun Towne laid the foundation of management theory, which ultimately 


:- SL 
shaped the management thoughts, as we can see today. can ] 
CLASSICAL SCHOOL OF THOUGHT - | 


This school of thought is actually divided into two different approaches—scientific | 
school and administrative school. These theorists laid down the foundations of| 


managing an organization following certain principles. In the table below, we] 


have explained the essence of their principles, highlighting the contributions in 
a nutshell. cll 
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| - Scientific Management Approach 


This 1s the most ploneering classical approach, which os emp yal se 
scientific study of work methods to improve efficiency of the a - oe 
all the contributors to this school of thought, the contribution o : ° wile hoa 
considered the most important one. F.W. Taylor, by developing ie ic p fen eee 
of scientific management, in 1911 became the father of scientific saree i 
He had started his experiments with the concept in 1878 at Midv e a je 
During his days at Midvale he saw that employees were soldiering , ian ea 
deliberately working at a pace slower than their capabilities. He den ie 
workers indulged in ‘soldiering’ primarily for three reasons as under: 


(a) Fear of loosing jobs if they increase their output 
(b) Faulty wage systems 
(c) Outdated methods of working 


For eliminating this problem, Taylor developed the principles of scientific 


- management, emphasizing mainly on five important issues: 





Fn) Attain organized knowledge rather than relying on rule of thumb 
3.| Obtainharmonyingroupaction == 
fal Achieve cooperation 27) @ 2 
| x Work is maximum output rather than restricted output 23 
=o ‘Develop all workers both for their self-development and organizational 







Ns = 4 prosperity Soi 


In essence, Taylor emphasized the following points to achieve organizational 
efficiency: 


(a) Develop scientific way of performing jobs 
(b) Train and develop workers to perform the job 
(c) Establish harmonious relations between management and workers 


In order to ensure that such objectives are achieved, Taylor suggested two 
important managerial practices like, piece-rate incentive system and time and 
motion study. Piece rate incentive system rewards the worker who produces the 
maximum output. Existence of such incentive system obviously will motivate 
workers to work more to maximize their earnings. This system requires workers 


_ to perform at some pre decided standard rate to earn their base wages. Standards 


are decided using time and motion study. If workers are able to produce more, 
then in addition to their base rate, they get incentives on the number of excess 
units produced over and above the standard units. This serves both the interest of 


. workers and management, as workers feel motivated to maximize their earnings, 
_ while management gets the benefit of increased productivity. 


Time and motion study, as already pointed out, facilitates determination of 
standard time for performing a job. Time study helps in the determination of time 
required, duly defining the art of recording, analysing and synthesizing the time 

ements of each operation. Motion study, on other hand, involves study of movements 


- in doing a job, in parts and eliminates wasteful movements and retains only 
necessary movements. In other way, it makes a job simple, easier and better. 
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In fact, time and mo . 
association with Frank and Lillian 


ts were developed by F.W. Taylor in 
eae Like Taylor, Frank Gilberth is known 


the other hand, conduct 
; + Lillian Gilberth, on Acted 
as the father of rootian of them explored the ways of reducing the 
. n Ss = 
research on motio ot eee ile 


; n basic hand motions like search, select, 
Sa aa = pees they called therbligs (spelling bac kward with ‘t’ and 'h: 
position, hold, etc., 


lyse the exact elements of a worker's 
transposed). Their approach helps 1° 0S rick laying approach, following 
hand movements. A pers to increase hourly output from 120 to 350 bricks, 
Gilberth’s approach, help t also worked as a close associate of F.W. Taylor at 
Henry Laurence ere t Bethlehem Steel. His contributions to the scientific 
Midvale and subsequently a ht are introduction of task and bonus system and g 
management school of eee chart. As per his incentive plan, workers receive 
chart commonly Tr when they do not perform their complete job. But they get 
their day ee a . apie the work in better than the normal standard time, 
eS eae payment of bonus to foremen, based on the incremental 
ey 


vorkers. . | 

hand, is used for pro | 
rie place ainsi It is a Visual device for production control, 
cating progress of production in terms of time ra es ae 
perme pvaluation and Review Technique (PERT) concept subsequentuy was 


developed based on the Gantt chart. In our chapter on Control, Gantt chart has 
- been illustrated. 


Drawbacks of Scientific Management School of Thought 
(a) Basic scientific management principles revolve around the operational level 
problems and do not focus on managerial issues essential for managing ~ 


an organization. That is why it is o 
approach is more about engineering than management. 


tion study 


(b) While framing the principles, assumptions about workers only consider | 


that they are rational and primarily driven for their desire to fulfil material 
gains. Therefore, economic and physical needs of the people were only 
emphasized and not their social needs. 

(c) This theory also ignores the human desire for job satisfaction. 


Administrative Theory 


Administrative theory, another part of classical school of thought, focuses on™ 
principles to coordinate the internal activities of the organization. Henri Fayol, 
the French industrialist, through his pioneering work on ‘General and Industrial 
Management’ explained that satisfactory results can be achieved with scientific 
forecasting and proper methods of management. Fayol at the outset, classified 
business operation of an organization into six activities and then outlined fourteen 
principles of management. Six activities are as follows: 
(a) Technical — Activities concerned with production and 
manufacturing 
(6b) Commercial — Activities related to buying, selling and exchange 
(c) Financial — Activities ensuring that ensure optimal use of capité 
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(d) Sccurity — Activities that ensure protection employees and property 


(ec) Accounting — Activilics concerned with costs, profits and liabilities, 
maintaining balance sheets and compiling statistics 
() Managerial — Itis a functional approach to management, i.e., concerned 


with planning, organizing, commanding, coordinating 
and controlling 
After detailing out all these activities, Fayol primarily focused on the managerial 
activities and outlined fourteen principles to achieve efficiency in managerial 
activities. His fourteen principles are as under: 


(i) Divisionof _| If people are specialized, they can perform their 

_ Labour = ~=——_—/ tasks better. It recommends grouping of people as 

7 S™”~CS:«éper their area of specialization. Modern assembly 
| line concept is an outcome of division of labour. 


(ii) Authority — Bate i Managers must have authority to get things done. 

Bos de od aR neces However, formal authority alone may not help to 

Sn yiaee oe ~*~} compel obedience from the subordinates; managers 
3 must have expertise to exert personal authority. 


(iii) Discipline’. ~~ {| People working in an organization need to comply 
ee es 4 with rules and agreements that govern the 
organization. Without discipline, results cannot be 
achieved. Good discipline results to good leadership, 
«4 and these together can create an environment of 
-;/ good work culture. 


ee 
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Members in an organization must receive instructions 
from only one person. Conflict will arise when one 
receives orders and instructions from multiple 
bosses. Therefore, ideally reporting relationship 
of one subordinate should be with one superior. | 
This type of command is known as scalar chain. 
Its literal meaning is a straight chain of command > 
that extends unbroken from the ultimate officer to — 
the lowest ranks. / 


All operations of an organization need to be directed — 
to one objective. Without this, achievement of goals 
cannot be ensured. 


Interest of an individual employee should not take 
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“(v) Unity of 


ls 


_.. of Individual —_| precedence over the interests of the organization | 
eo: Interest to the | | as a whole. 
[common Good. 
| (vil) Remuneration | It should be fair to both employees and employers. 
(viii) Centralization — ; a Centralization reduces the role of the subordinates 
— 9) in decision making, decentralization enhances it. 
| Managers should retain responsibility by central- 


+ ization but at the same time give their subordinates 
— | enough authority to do their jobs properly. 
(Continued) 
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Bureaucratic Theory 


This theory was pioneered by 
structures and description of an o 
As per Weber a bureaucracy is ‘hig 
organization.’ In fact, he ha 
structure with set rules and regulations. Characte 
organization have been described by Weber as under: 
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ization chart, showing clearly 
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~~. People and materia 
at the right time. J 
~ be made in a way th 
~. Managers should be fair to their subordinates. | 
af = ) 
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- efficiency of an organization. | 
ould have the freedom to conceive | | 
ven though they may commit 





‘ Subordinates sh 
and do their task. ¢ 










be promoted to develop 
an organization. Use of — 
tead of formal written, 

erever possible ‘may help i | 
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Max Weber, which lays emphasis on the authority : 
rganization based on the authority relations, } 
hly structured. formalized and impersonal | 
5 advocated the necessity of a formal organizational | 
ristics of a bureaucratic | 






Characteristics 


: Specialization of 
; Labour 


} Formal rules and 
procedures 
I Impersonality 


Well-defined 
hierarchy 


‘ 
} 
' 
f 
f 
t 





| Career advancement 
based on merit _ 





- uniformly regardless of individuals. e 


of situation of exceptions and ability to establish 


- qualifications and performance of members. 






Description a 







Jobs are broken down into routine, well-defined tasks | | 
so that members of the organization know what is 
expected from them and what can become competen 
enough to do a particular subset of tasks. ae 


ot 
~ ' © 
> | 


Written rules and procedures should specify the 









| 
| * 


Rules, procedures and sanctions should be applied | . 


; 


Multiple levels of positions must be designed carefully 
keeping in mind the reporting relationships among 
levels. This should provide for supervision, handling 
accountability of actions. 


Selection and promotions should be based on the 


Introduction to Industrial Management: Concept, Nature, Process and Significance 


Bureaucracy Is oflen misunderstood as red tapism and too many rules. However 
Weber's concept is intended to remove ambiguity, inefficiencies and patronage | 


Limitations, of Classical School of Thought 


Behavioural theorists criticized the classical theorists on number of grounds 
First of all management Principles are not universally applicable ren 's 
complex business situation. Some principles of Fayol are also contradicto “Af 
principle of specialization contradicts principle of unity of command Similar , 
Weber's bureaucracy also takes away individual's creativity and flexibility which 
dissuade them to respond to a complex situation ina global environment Further 
classical theorists also ignored the important aspects of organizational belay our: 
These theories do not deal with the problems of leadership, motivation, power or 
informal relations. Also, these theories fail to consider the influence if eis 
and external environmental forces affecting an organization. Theories only stress 
upon the necessity of achieving productivity, more than anything else. " 


NEO-CLASSICAL SCHOOL OF THOUGHT 


The neo-classical approach is discussed as follows: 


Behavioural Theories 


This school of management lays emphasis on the human element in an organization, 
duly recognizing its importance. It puts more stress on individual attitudes and 
behaviours and on group processes. Major contributors to this school of thought 
are in the following: 


7 tee 


Mary Parker Follett ba Group influences 

(1868-1933)- | LS: 

Elton Mayo ~~ _—_| Effect of human motivation on productivity and 
(1880-1949) | output 


1 Abraham Maslow ie nO 5 Relates human motivation to hierarchy of needs 
~ (1908-1970) :. ‘ Behe ah ye 


_ Douglas. McGregor Puts emphasis on human characteristics—Theory X 
(1906-1964). and Theory Y and the corresponding style of 
Me Saeed leadership ts 
E: Chris Argyris (1923- | Human and Organizational Development—Model I 
bc eee and Model) a 


Mary Parker Follett is known to be the pioneer in behavioural approach to 
management. She recognized the significance of the human element, attributed 
greater significance to the functioning of the groups in workplace. As per Follett, 
critical role of managers should be to bring constructive change in organization, 
following the principle of ‘power with’ rather than ‘power over’. She opined that power 
should not be based of hierarchical level but should be collectively developed, 
fostering a cooperative concept, involving superiors and subordinates and finally 
working together as a team. Hence, the focus is more on power sharing. Organizations 
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emocratic to accommo 
on eens an organization recognizes individual's motivating desires, 


vioural approach to management, | 

Even though aie aieeee arate of the athe Relations Approach, 
acca mee aie conducted the study at Westen Electric's Hawthorne Plant | 
Mayo and patie 1932 to evaluate the attitudes and psychological sapey of | 
cei a oe situations. Their experiments were carried out in following | 


four phases: 
: Illumination experiments : 


Relay assembly test room experiments 


date employees and managers. People will 


Interview phase | 
Bank wiring observation room experiment } 


PON 


Illumination Experiments 
These experiments took place, initially between 1924 and ane 
of Western Electric Company, involving ain see ation for one group of 
Company. The experiments involved manipulation of il pain roductivity wit 
workers (test group) and comparison of their performance i 5 (onto ort 

another group, for whom the illumination was not mampu es e viineivetion ee . 
In the first spell of experiment, for the test group (for whom the E 


= ; 7 7 is did not last 
: oductivity improved. However, this 
manipulated), performance and pr sie rose in between with the alteration — 


‘s performance 
long. In fact, control group $ per'o ven though for the control group there |_ 


of lighting conditions of the test group, € rt 
ae change in the light conditions. With such contradicting results, researchers 
concluded that intensity of illumination was not related to productivity of workers. 


. . e 4 y 
There must be something besides illumination, which might have influenced 


the performance of workers in Western Electric Company. Elton Mayo and his : 
associates from Harvard University were invol 


ved at this point to conduct the | 
subsequent phases of experiments. | 


d 1927, in Hawthorne Plant 


Relay Assembly Test Room Experiments 
These set of experiments were conducted under the guidance of Elton Mayo | 
between 1927 and 1933. At this stage also researchers were concerned about 
other working conditions, like working hours, working conditions, refreshments, 
temperatures, etc. To start with the researchers selected six women employees of - 
the relay assembly test room. Their jobs were to assemble relay (a small device) 
using thirty-five spare parts. Selected women employees (samples) were put in a~ 
separate room and briefed about the experiments. In the test room, the number” 
of variables was altered, like increased wages and rest period, shortened workday ~ 
and workweek, etc. In addition, the sample workers were also given the freedom to” 
leave their workstation without permission and were also given special attention. 
Productivity increased over the study period. Such results, therefore, led the | 
researchers to believe that better treatment of subordinates made them more” 
productive. They highlighted the significance of social relations. Finally, researchers | 
were convinced that workers would perform better if management look after their | 
welfare and supervisors pay special attention to them. Such syndrome was later | 
labelled as the ‘Hawthorne Effect.’ gq 












f Western Electric 
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Interview Phase 


In this phase of experiments, about 21,000 people were interviewed over three years eo 
between 1928 and 1936. The purpose of the interview was to explore attitudes of 
the workers in depth. Results of the interview are as follows: 

(a) A complaint may not necessarily be an objective recital of facts, it also 
reflects personal disturbance, which may be for some deep-rooted 
cause, 

All objects, persons and events carry some social meanings. They relate 

to employees’ satisfaction or dissatisfaction. 

Workers’ personal situations are results of configuration of relationships, 

involving sentiments, desires and interests. Such relational variables, 

when related to workers’ own past and present interpersonal relations, 

result to their personal situations. 

Workers assign meaning to their status in organization and give value 

to the events, objects, their specific feature of environment (like hours of 

work, wages, etc.). 

Workers derive satisfaction or dissatisfaction from the social status of an 

organization. It means that they also look for social rewards, associating 

them with an organization. 

(f) Workers social demands are influenced by social experiences in groups, 
both inside and outside the workplace. 


(b) 


(c) 


(d) 


Bank Wiring Observation Room Experiment 


This part of the Hawthorne Experiment was conducted to test some of the ideas 
that researchers could form during the interview phase. It was conducted between 
1931 and 1932. In this experiment there were fourteen participants (samples), 
including wiremen, soldermen and inspectors. At this phase of experiment, there 
was no change in the physical working conditions. Sample workers were paid based 
on the incentive pay plan, relating their pay to output. Sample workers had the 
opportunity to earn more by increasing the output. However, researchers observed 
that output was constant at a certain level. Analysis of the results showed that 
the group was encouraged neither too much nor too little work. They on their 
own enforce ‘a fair day’s work.’ Group norms, therefore, are more important to 
worker than money. The study thus provided some insights into the informal 
social relations within groups. a 

The Hawthorme Experiments, therefore, focused on the importance of human 
relations and thus contributed immensely to management theory. 


Criticisms of Hawthorne Experiments 
Despite its brilliant contributions to the theories of management, it was criticized 
on following grounds: 

(i) It is believed procedures and analysis of the findings and conclusions 
drawn thereon have little relevance. In fact, conclusions are not supported 
by adequate evidence. 
The relationship between satisfaction and happiness of workers wi 
productivity were established with simplistic assumptions, while in reality, 
the situation is more complex due to behavioural phenomena. 


(ii) 
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es failed to focus on attitudes of workers, though 


iii) Further all these studi 
™ attitudes play a crucial role in influencing workers performance and | 


productivity. . 
In the behavioural school of thoughts, other contributors like Abraham 


Maslow, Douglas McGregor, Chris Argyris also had made significant impact, | 
While Maslow’s focus was on the importance of human sence ia th ort 
: tain assumplons < Cople 
human motivation, McGregor had made cer impr . 
ence them under Theory X and Theory Y. Theory X saan represents 
negative view's about people, i.e.. people are. by nature, lazy. mie neory ¥, ont | 
: ity i irection to WOTK. » On the 
islike work. avoid responsibility and require direc 
aot es ifs are more positive. capable of self-control, innovative ang 
creative ‘do not inherently dislike work. The theories have not been discussed jn 


, -ories of motivation. 
‘ls. Thev have been covered in the theories 0 
ee oural school of thoughts are 


gyris' ibuti behavi 
Chris Argyris's contributions to the vio 
extremely important. His contributions are maturity-immaturity theory, integration 


of individual and organizational goals and pattern of Model-I and prpaaleneenee =" 
to maturity-immaturity theory, people progress from a stage e Noe eed and 
dependence to a state of maturity and independence. If ep ante ons —e their 
employees in a dependent state, they allow them to remain ge mes an ereby 
prevent them from achieving their potential. Further, he ha so contended 
that formal organization develops a rigid structure, compelling people to behave | 
in an immature way. This leads to incongruence between the individual and 
organizational goals, hinders organizational development and results to failure 
and foster frustration and conflict. People, therefore, show their aggression, | 
resression and suppression. Model-I and Model-II pattern are two different 
assumptions. Workers in Model-I type of organization are motivated by the desire 
to manipulate others and protect themselves from others. Workers in Model-II | 
type of organization are less manipulative and are more willing to learn and take : 
risks. Argyris, therefore, suggested that managers should always try to create a 
Model-II type of organization. rd 
Rensis Likert (1903-1972) and Peter F. Drucker had also contributed 
significantly to this school of thought. Likert had attributed low productivity and 
poor morale of employees to the typical job-centred supervision technique. He 
had suggested some leadership styles to ensure better productivity and improved 
morale of workers. These we have discussed in our chapter on leadership. Peter F, | 
Drucker, on the other hand, had pioneered several modern management concepts in — 
the fields of innovation, creativity, problem solving, organization design, MBO, etc. 
All his principles have been acknowledged in different chapters of this book. 

























MODERN APPROACHES | 
Some modern approaches also played a significant role in the evolution of © 
management theories. These approaches can be classified as Quantitative School 
of Thought, the Systems Theory and the Contingency Theory. | | 


Quantitative School of Thought 


Quantitative school of thought emerged during the World War II. During the wat 
managers, government officials and the scientists were brought together to help the 
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Using earlier mathematical approaches to the 
and Gantt, the experts of quantitative school of 
ems in the war. After the war, such techniques 
S to solve their business problems. This school 
alistics, optimization models, information models 
cision making and economic effectiveness to solve 
anches of quantitative approach are: 


army to effectively utilize resources, 
concepts advocated by F.w, Taylor 
thought, solved many logistic prob! 
were applied by many organization 
of thought extensively utilized st 
and computer simulations for de 
pusiness problems. Different br 

e Management science 

e Operations management 

e Management information system 

Management Science Approach visualiz 
expressing management in terms of ma 


management, etce., such approach is used. Various mathematical tools like queuing 


_- theory, linear programming, Programme Evaluation and Review Technique (PERT) 


Critical Path Method (CPM), decision theory, simulation, replacement, probability 
theory and sampling, time series analysis, index numbers, etc., are used to 
minimize the error in management decisions. Due to its importance, all these 


mathematical tools are taught in modem mana ement edu 
cati 
develop managerial skills. E on programmes to 


Operations Management is another approach under this school of thought 
This approach is primarily concerned with the production management and its 
related areas. In fact, it is difficult to draw a line between management science 
and operations management. In operations Management, most of the mathematical 
tools that are mentioned in the discussion of Management science are used 
Moreover, such approach also helps in decision making in other functional areas 
like finance, marketing, human resource Management, etc. 

_ Management Information Systems (MIS) approach focuses on design and 
implementation of computer-based information systems for the management's 
use. It converts raw data into information inputs, which are subsequently used 
by management for any decision making. Now-a-days, MIS helps in enterprise- 
wide decision making, integrating all functions of management. Enterprise-wide 
decision support systems like Human Resource Information Systems (HRIS) is 
an important example, which is used for any critical or Strategically important 
decisions, as it provides valuable information inputs. 


, Systems Theory Approach 


An extension of quantitative school of thought is Systems Theory Approach. This 
approach considers organization as a whole because of the interdependent nature 
of activities, requiring organization to interact with the external environmental 
factors. In this competitive scenario, organizations cannot function in isolation. 
It has to operate in an open system, interacting with the environment around it. 
Whether it is a new product development or employee selection, organization has 
to decide considering it as an open system, as its decisions are interrelated and 
interdependent on the environmental situation. Synergy is the phenomenon of 
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t by which the tot 7 | 
eat eee aes : mariage effectively coordinates the efforts of relateq 
sum of its parts. ; 


total of such independent 

uld be greater than the sum 

ee ne ae greater than 4. Systems Approach to sacront inal Is | 
Seco t because it helps in avoiding entropy. En!roPy A oH 0 eqvironniail 
haa nn ands rocesses eventually decay. By relating organizallo nt, 

systems and p 


be averted 
following the Sys 


al system is more than a simple 


tems Approach, such situation can 


Contingency Theory Approach 


ension 0 
Contingency Theory a aaa racer pene thoughts. ~~ approach : 
pa er of universality in management te ee ~ - shaman 4 
discards be ae considering situational factors. The sa ee situate 
managerial decis ie to identify which technique will, in a “aalae ; contri 
a ie Se ar ratatariees and at a particular point of time, Des antes ute ; 
under par’ - organizational goals. The theory contends that a a onal 
: ane in a logical pattern, which managers can understan ches a sy 
Piterpreting various situations. They can thereby frame their manag styles . 
in : ; a | 
which vary from anes ory together are classified as Integrative 7 
Sei aacement Thought, because these two theories integrate ee 
te vicural and quantitative theories into a framework that uses only the best of | 


each approach in a given situation. 


f modern approach. It also 









CONTEMPORARY SCHOOL OF MANAGEMENT THOUGHTS 2 
i k of management practices, 
i lof management thought provides a framewor ictices 
_ ae ae trends like globalization, Theory Z Concepts, McKinsey's 
nee roductivity and quality issues, etc. 


7-S Framework, excellence models, Pp ce id 
. izati VTO) and European Economic ommunity 
With World Trade Organization (WTO) Our managers are now requicealls 


EEC), we now operate in a global economy. sal 
are Sabally an to operate in a domestic market. Many indigenous companies 


are losing their domestic market shares due to the competition vom ae foreign | 
companies. Hence, understanding management with a global perspective has no 
become very important. ia 
heue 2 certs pioneered by Ouchi and Jaeger (1978) incorporate : 
Japanese and American management culture and emphasize the need for studying ; 
and adopting appropriate management practices from other countries. The concept 
can be understood from the following tabular information. | 










\ 


Type Z (Modified | 










Type A (American) Type J (Japanese) > 
American) 
Short-term . Lifetimé employment Long-term employme 1 
employment Rew | . a 






- Consensual decision 


Individual decision 
ng | making 


Consensual decision 
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Type A (Amertcan) 











Type J (Japanese) Type Z (Modified 
American 
dividdal’ 2) ea , 
vidual po Collective responsibility Individual responsibility 


r esponsibility 
_& apid evaluation and 










Sasa eae Slow evaluation and . 
‘promotion 


Slow evaluation and 









| | promotion promotion 
Explicit, formalized | Implicit, informal Implicit, informal control 
a control =~ eee control with explicit, formalized - 
Fe ic Nga one ea measures 
_ Specialized career wie Non-specialized career Moderately specialized 
path pee Path: Selasaripotte 
ey PT ee ee eee 
BY Segmented concern " | Holistic concern -.Holistic concern, 
Se eee 7 





rays " 
Ghote Soe Sit 


. --4neluding family 


McKinsey'’s 7-S Framework identified seven independent organizational 
factors that are needed to be managed by today’s managers. 


e Strategy to determine allocation of scarce resource and commit organization 
to specific course of action ‘ 


e Structure to determine number of levels (in hierarchy) and authority 
centers 


e Systems to determine organizational process, procedures, reports and 
routines 


e Staff to determine key human resource groups in organization and describe 
them demographically 


e Style to determine the manner in which managers should behave in 
achieving organizational goals . . 
e  Superordinate goals (shared vision) to determine the guiding concepts 
that an organization has to instil in its members 
a Skill to determine the abilities of people in an organization 
_ 7-S Framework suggests that any change in any S factor may result to the 
adjustment of other S factors. Now, however, the concept of 8-S has been 
introduced, which add one more S to McKinsey’s 7-S Framework, i.e., Streaming. 


Streaming includes those areas which either indirectly or directly influence or 
shape the other Ss. | 


Peters and Waterman (1982) in their pioneering work, In search of Excellence 
identified some common characteristics of excellent organizations. Such 
characteristics have now become important management principles. 


e A Bias for Action — Excellent firms make things happen — 


® Closeness to the Customer — These firms know their customers and their 
needs 


¢ Autonomy and Entrepreneurship — They value these qualities in each 
employee 
¢ Productivity — They trust employees to achieve this 
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e Hands-on, Value-Driven Manageme 

© Stick to the knitting — They always de 

e« Simple Form of Lean Staff — They deve ’ 

e Simultaneous Loose-Tight Properties — They 

ene ae Saeed the need for si aa —, and 

ee G ae ihe basic requirements to retain et . Ai itive 

productivity. These we ton Hence, management pee a ae ane on 
eee ice na resources to sustain their competitive é ge. 

ese by dev 


/ MANAGERIAL ROLES 3 
. ioural pattern of managers. He 
osition specific behavioura tified ten differe 
area 7978) bused on his study of five organizations tke interpersonal 
psies of managers classifying it first fo ioe -- classified into figureheaq 
informational and decisional. Interpersonal T to monitor, disseminato, 


i . In Table-1, th 
disturbance handler, resource allocator and negotiator roles ese 
managerial roles have been elaborated. 


nt —They make ii mandatory 


al from strength 
lop cost effective work teams, 


decentralize many decisions, 




















Mintzberg’s Managerial Roles 














Role Nature © fe 
Representing organization to perform | 
ceremonial duties | 
Influencing subordinates to achieving 
aad, their goals and objectives 
eas S Liaison Maintaining horizontal chain of 
) communication “0 


Collecting information concerning | 





Role Category Role Type 
“Interpersonal Figure Head 





Leader 












| \ Informational Monitor se antzaton and shorllisting rela 
information oN a 
Disseminator Sharing relevant information: withy 
subordinates og a 
Spokesperson Maintaining protocol ; to ‘share: 

| : information with outsiders’) | 
/Decisional Entrepreneur Focusing on innovation and change: 


with the organization a 
Managing conflicting situation by 
taking corrective action a 
Optimizing resource allocation to 
different competing needs within the 
: organization i 
- Negotiator Representing organization in all 
major negotiation a 


. Disturbance handler 


Resource allocator 


Seceeeiea Reae a eee ae 


"re: 


time and weight. Technological change and 


due to differential growth of higher- versus 
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oy Ane SKILLS AND COMPETENCIES 


Skills of managers have now become an important factor to address global 
compeliliveness both at organizational and national level. However, because of 
the problem of quantification of benefits, imparting skills through training and 
development Is yet not recognized as an important initiative at organizational 
Ievel for problem of quantification of benefits. Skill is defined as a coordinated 
serics of actions that serves to attain some goal or accomplish a particular task. 
Operationally, skills are defined widely as overt responses and controlled stimulation. 


- Overt responses may be verbal, motor or perceptual. Verbal response typically 
- stresses om speaking (which requires memorization of words); motor response 
_ stresses on movements of limbs and body, whereas, perceptual responses stress 
. on understanding of sensory response. Controlled stimulation, on the other hand, 


are energy inputs to the workers, which we express in units of frequency, length, 
skill requirements have been made a 
subject of investigation in enormous studies across the world. There is a general 
consensus that a technological change alters the job but the observations differ in 
its nature and form. The Neo-Classical Economic Theory advocated technological 
changes that require broader variety of skills and higher than average skills from 
the workers. New forms of skill and responsibility along with technological changes 
have been studied in Continuous Process Industry and Chemical Manufacturing 
Units, Petroleum Refining, Metal Working Industries, Banking Operations and in 
many other industries. Another school of thought advocates that technology is 
instrumental in fractionating and de-skilling of jobs. Redesigning of jobs subsequent 
to technological change separates the planning and the concept of job in its totality 
from the execution aspect of work. De-skilling and skill downgrading also occur 
low-skill occupations and industries. 
The focal point of this hypothesis is that the technology induces differential point 
of growth for different sectors of the economy and produces skill polarization by 
eventual occupational shift to skilled jobs in some industries and unskilled jobs 
in many others. These phenomena are especially evident in India. From the 1981 
Census Reports onwards, we find a Major occupational shift of workers from 
primary sector to secondary sector and from secondary sector to tertiary sector. 
Simultaneous structural change in occupational pattern is also evident, as the 
number of blue-collar workers has been drastically reduced while the number of 
white-collar workers has significantly increased. Another school of thought argues 
de-skilling is a secondary consequence of de-industrialization, which again is 
prompted by the technological change. The other approach, i.e., the mixed change 
or conditional position, is more of a characterization of the empirical evidence 
than a well-developed theory. 

Transformations in skill due to technological change occur along two tracks— 
(i) compositional shift, i.e., structural change in occupational pattern due to 
creation or elimination of jobs of a given skill level and the distribution of persons 
to jobs in sectoral economy and (ii) changes in work content (the technical nature 
of work and the role relations surrounding the work performance). 


Internationally, the careers of the future will require greater education (more in 
the form of institutionalized knowledge) at the job entry level and will also demand 
for continuing education to keep pace with the technological dynamism. In future, 
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ven 
a greater level of technological literacy. will be in demand ¢ 
that require low skills and are low paying in nature. 
a —— t 
Tracing back history, we find that U  eoctal groups in terrigil 
i ing differen 
ae aan eee tc era nd craft and the eo a ae F 
al the deciding cars for the purpose of ranking that craft along ers 
in order of importance. 
There was a time when carpenters. £0 
in India who enjoyed the highest status. 
that Indian psycho-philosophy attaches mo 


ldsmiths and weavers were the craftsmen 


re importance to values than fo 


occupational skills. It is, therefore. the \ : 
gycho-philosophy gives importance ae —- skill either as generic | 
erspective, we can wig ; r 

r cers iia is advanced. Conventionally, skill nal those 
Camisice or attributes, which are deemed vital to organiza ere 


are four general types of skills: 


° cal — whi 7 ‘ 
V Techni tools that are specific to an organization 





: hi ne to effectively supervise 

v4 Supervisory _— which enables 0 | | 

others a ja _ 

. Anterpersonal ___ which enables people to communicate an erat | 
effectively 


, Aceneral Business — lines of business and support infrastructure 
Technical skills are observable. demonstrable and testable. The other s ul 
types are softer, more subjective and difficult to quantily. | 1a 
Any organization going for skill renewal or skill-change exercise, needs to 
undertake following tasks: 
e Profile the skills required by jobs 
° Assess the skill levels acquired by individuals 
e Conduct a gap analysis between required and acquired skills a 
Training should ideally occur before the skill is needed so that the day-to-day 
work performance can be reinforced through training. , »/ 


Pi 


Skills Inventories : 


A skills inventory is a device for locating information about individuals and their 
suitability for different jobs. Skills inventories include the name of a prospective” 
employee and a listing (or ‘inventory’) of job-related skills, training and/or 
experience, which could prove useful in a future assignment. The purpose of 
skills inventories is to provide the organization with quick, accurate information 
on all employees in order that management can choose the best qualified person for 
promotion or transfer. For example, a skills inventory may consist of the following 
information: age, address, health, education, willingness to travel, experience 
in past and present jobs and foreign languages spoken by the candidate. If an 
overseas assignment requiring the speaking of German should suddenly become 


vacant, the skills Jnventory could quickly identify those candidates who possess 
the needed qualifications for such an assignment. 4 | 


ea 


for occupations — 


the Indian social system had definite | 


However, it is pertinent to mention | 


-alue-laden skills, on which actually Indian . , 


ch relates to specific concepts, methods and M | 
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Multi-Skilling 


Multi-skilling 1s defined as the process to train employees in specific skills that 
cross the traditional trade-specific or craft-specific skill sets. Thus to develop 
multi-skills, employees require additional training to enable them to perform more 
jobs within the same job family or to do the entire jobs from a holistic point of 
view. It is generally believed that multi-skilling of employees often done keeping 
downsizing in mind. However, downsizing occurs for skill obsolescence, among 
other reasons, while multi-skilling is needed for a holistic development of human 
potentialities to effectively address the requirements of changing production process 
(more flexible and customized), organizational systems (decentralized control) and 
state-of-art technology (numeric control, computer numeric control. direct numeric 
control, etc.). Multi-skilling facilitates intra-occupational and inter-occupational 
job mobility and thereby reinforces human resource planning (HRP). 


Competencies 


Competencies are a set of behaviours, which encompass skills, knowledge, 
abilities and attributes. Competencies are needed to be assessed both. at the 
organizational level and at individual level. Individual competencies of an employee 
reinforce the organizational competencies of the employee. However, there always 
exists a possibility of major incongruence between individual competencies and 
organizational competencies. Manpower planning exercise helps us to analyse 
such gap and develop a competency model. A competency model is a map to 
display a set of competencies. It is future oriented and helps to describe an 
ideal workforce. A competency model, when developed and documented, helps in 
managerial decision making, as it is well aligned with vision, mission, objectives, 
goals and strategies of an organization. It also helps employees of an organization 
to understand the functional requirements and self-initiate the enrichment of 
their skills, knowledge, abilities and attributes. This wuld be independent of 
organization-wide competency enrichment exercise. a | 


MANAGEMENT BY OBJECTIVES (MBO) 
Peter F. Drucker (1954) for the first time emphasized the organizational needs for 





General Electric Company, which used the elements of MBO while reorganizing 
the organization, introducing decentralized decision making. For most of the 
organization, MBO is required for performance appraisal, as it calls for active 


involvement of subordinates in setting the objective standards, which exert 


enhanced degree of commitment from them to achieve the results. Likewise, MBO 


also acts as a motivating factor for the employees because they can understand their 


specific objectives and can assess on their own the degree of their achievement. 
Thus, MBO improves the way of managing an organization with clarity, personal 
commitment and developed effective controls. In fact, MBO paved the way for 
participative management, involving people in framing objectives, aligning their 


_ individual goals with the organizational goals or vice-versa. 
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SUMMARY) 


In this introductory chapter, we have defined management Ey pieces 
| perspectives, mentioned its nature, process, functions and importé ; 


| -ctive, its 
c t from historical perspective, 
eee: chicane nica andre Is of thoughts. Basic functions of 


d various schoo 
process of development art as all these functions have been 


anagement have been discussed briefly 
cecal covered in our subsequent chapters. Two important arguments, 


i.e., management as a profession and management science or a fait 
been discussed. While discussing the importance of managenien™ 


like strategy 
examin y f management on areas : 
see ala der ial process/ social responsibility 


social responsibility, management as a soc . troduct 
/ : _ This being an introductory 
of management, universality of management, etc ded to readers 


book, it is recommen 
chapter that has set the pace of the whole bo oe han memories 


’ fully, 
to understand the concepts clearly and care 
the contents without understanding them properly. argeaene is the q 
basics at this stage will help the readers to understand the s aed | 
chapters better and develop complete knowledge about raneget (ie 


Process Orientation: Views management as a process. 7 
Productivity Orientation: Views management as a means to en ance 


productivity. | | . 
Decision-Making Orientation: Considers decision making as 

ent. aan 
of managem sa 6) A 


j : i t of an organiza 
Management by Objective: Requires managemen 
aueel on objectives and then manage the whole organization with the directions 


set by the objectives. 
Strategic Human Resource Management: Requires managem 
organization strategically. 

Classical Approach: Traditional accepted views on management 
Neo-Classical Approach: Puts emphasis on Human Relations 
Modern Approach: Combines classical and neo-classical approach _ 
¢ Scientific Management: Emphasizes organized knowledge rather than on rule 


of thumb 


ent of people in an 


¢ Gantt Chart: Developed by Henry Laurence Gantt to compare the actual and | 


planned performance in production planning. a z. 
e PERT: Project Evaluation and Review Technique used in scheduling and managing” 


; 7 


complex projects. 
of | 


¢ Contingency Theory: Emphasizes manager's learning and interpretatio 


various situations 
¢ Theory Z: Combines the Japanese and American approaches to develop modified 


management practices. 








the primary function } 
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| REVIEW QUESTIONS SS 





l, 
2. 


3. 


Define the term management. Which a 
pproach to management is considered b 
you to be more relevant in today's organization? , mee 


Describe the management process using a diagra 
m. Explain each : 
in view ils {mportance tn today’s organization” 7 ete 
Examine the following statements critically: 
(a) Management is both a science and an art 
(b) Management principles are not universal 
(c) Management lacks in socjal responsiveness 
(d) Management optimizes the utilization of constraining resources 
‘Planning, organizing, coordination and control are basic functions of management.’'— 
Comment on this statement. 
(a) ‘Management is a profession’. Do you agree with this statement? Give your 
reasons. Also explain the social responsibility of management. 
(b) ‘Management principles are universally applicable’. Critically comment on this 
statement. Also, explain briefly the various principles of management. 
Briefly discuss various schools of management thought. 
What are the important features of a bureaucratic organization? Point out the merits 
and demerits of a bureaucratic organization. 
Explain briefly the contributions of F.W. Taylor to the evolution of management 
thoughts. 
What are the principles of management as per Henri Fayol? Do you think all these 
principles are relevant in today's organization? 
Discuss the major findings of Human Relations Theory and examine how this theory 
contributes to organizational effectiveness? ; 


. Distinguish between neo-classical and classical approaches to management. What 


are their advantages and disadvantages? 


. What are the important characteristics of modern management thought? How they 


are different from earlier approaches? 


. Examine the importance of Contingency Approach and Systems Approach to 


management. 
Discuss the contributions of McKinsey, Peter and Waterman in the development of 


modern management thought. 


. Short Notes: 


(a) Social Audit 
(b) Managerial Activities 

(c) Management by Objectives 

(d) Decision Making 

(e) Staffing 

(f) Hawthorne Experiments 

(g) Situational Approach 

(h) Esprit de Corps 

(i) Scalar chain 

() Contemporary School of Management Thoughts 
(k) McKinsey’s 7-S Framework 

(l) Theory Z 

(m) Search of Excellence 
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LEARNING OBJECTIVES: 


After reading this chapter, a student would be able to: 

e know the concepts and definitions of planning 
appreciate the importance of planning in organizations 
e know the policy formulation for plans in organization 
e understand strategy and its various levels 

¢ grasp the strategy formulation 

e be familiar with budgets as facilitator of plans 

e understand forecasting 


e be familiar with various forms of decision making 





INTRODUCTION 


lanning is an all-pervasive and fundamental function of 
management. It involves deciding in advance, what is to be 
done, where, how and by whom it is to be done. Through planning, 
the manager projects a course of action for the future aiming to 
achieve the desired results for the enterprise as a whole and each 
department within it. Thus, merely assessing the future is not 
planning till it is followed by making provision for it. Planning is 
a rational approach to the future. An executive, while managing, 
has to plan and initiate necessary actions for its successful 
implementation. 
Planning involves choosing from among alternatives, the 
proper course of action and calls for decision making, which is an 
intellectual process. It is the task of planning to take advantage 
of opportunities and minimize the risks. This calls for mental 
predisposition to think before acting. Moreover, planning is not 
a guess work. It is a conscious determination and projection of a 
course of action for the future, and it is based on objectives, facts 
and considered forecasts. 
Planning is the most basic management function. As a matter 
of fact, all other functions of management largely depend upon 
planning. Control for example, is a necessary corollary of planning 


| 
| 
| j 
| 
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, ization is also set up with a plan ang | ; 
and cannot exist without ger a riably guided and motivated towards important part of planning. It is through planning process that the a 
objectives in mind, and people 


| — 4¢ made to look to the future and discover suitable alternati f 
_ Planning, is. therefore, the Primary | is | ative course of action. To 
accomplishing the enterprise objectives _ the extent painter pe “7. be correctly predicted, planning helps management 
function of management, ess and planning as its functions cannot be * to have a € future and chalk out a suitable programme of action. 
: ic proc 
Management is a dynam 


rational approach to the future, planni 
, as plan be inAS 2 : » Planning provides for unexpected events 
; is continuously repeated. Moreover Bets | arms the management against und 
exception to” a Pit eegink have to be revised in the light of changing and g undesirable changes. 


Fi 


of sub-plans an for the management, ~ ‘ ‘ 
eer planning becomes a continuing janet Sometimes, planning ft planning Enhances Efficiency of Other Managerial Functions 
in every organ eng | 
Planning is useful at all levels and in every org d responsibility of the top | planning, organizing, staffing, direction and control, all account for and have their 


; tive an ; ; 
escribed to be the preroga ¢ choosing from among seve | due contribution to the accomplishment of group goals. Importance of each of 


j is a process O : 
management alone. In fact, De acl a —e ally the same whether it is at the | them to the sa of management job cannot be overlooked. However, planning 
cast aie alae a - helons of management, though planning horizons | as @ Prumary ie re a a long way in improving efficiency of other functions 
oe ae at the levels of management hierarchy. of management and’ makes the tasks of managing more effective. 
broaden as one goes U 


IMPORTANCE OF PLANNING | | COMPONENTS OF PLANNING 

ithin which organizing, staffing, direction | Planning components are usually classified as objectives, policies, procedures, 
of planning in amy orgamizeq| P* ogrammes, budgets and strategies. These are discussed in detail in the following: 
ally, planning is useful because | 


is erroneously d 


i i k 
Planning provides the framewor 
and controlling are undertaken. The =e 
cooperation needs no over emphasis. More spec 


_ Policy 
of its following contributions: 


= A policy is a predetermined established guideline towards the attainment of 
f Enterprise Objectives accepted goals and objectives. Such guidelines facilitate properly designed efforts 


to accomplish the strategic intent. Policy is not a strategy or tactics. Strategy is 
a-proposed course of action to exert a far-reaching impact on the ability of the 


Planning Makes Personnel Conscious 0 
In any planning. the first stage is the deliberate statement of organizational 


fecti biectives. Such statement helps employees to see : sinlee 
ee os peer "ove how their actions contribute to its ultimate |_ enterprise to attain its goals. Strategy relates to means. 
e organiza timate 


a oints of planning, management should be A policy can be differentiated from objective, programmes and procedures. 
goals. Pets pe Steers 5 th ° light i aesible changes so that Policy relates to the fundamental framework of principles and coe which are 
aware of the Doe aecatteciocly, | | used as reference information for decision making and provide a constant pattern 
goals can be accomplishe __|__ of decisions and structured thought process. Objectives are specific goals or aim 
preferably in quantitative terms and can be considered as something which an 
individual or group seeks to accomplish. Hence, an objective is something to 
accomplish, while a policy is a guide to accomplish it. 

_ Again policy is different from procedure, as procedure defines the manner or way 
of accomplishing something, i.e., it is the process and method. While policy forms 
the part of a framework of general principles, a procedure necessarily indicates 
_how to do something and direct employees towards the accomplishment of goal. 

Policies are also differentiated from programmes. Programmes are developed on the 
basis of policies with a view of implementing them and accordingly, programmes 
involve one additional step beyond policies to simplify the decisions. The execution 
of programmes leads to specific actions including practices and procedures. 


- Policies cover a wide variety of subject. A comprehensive coverage of policies 
embrace any action or decision, taken by either employees or management in 
relation to the working environment, the rights and responsibilities of employees and 
yj Management and the action of both parties. Thus, one policy may be a statement 
__} of standards for employee attendance and also a statement of management 
obligations in grievance administration. One policy may explain conditions under 
Which ioans would be granted, whereas, another may indicate conditions under 
which an employee is subjected to discharge. 
























Efficient Planning Helps to Achieve Economy in Operations ‘ 


Planning is always done with an eye on economy and efficiency in operations. As 
an all-pervasive function, planning improves effectiveness of all other functions 
of management and also helps to secure coordinated efforts throughout the 
organization. Since, it involves choosing, planning facilitates choice of the best: 
method and also helps identify alternatives expected to produce desired result 
with minimum risk. a 
4 
Planning Precedes Control 


Control consists of those activities that are undertaken to force events to conform to 
plans. Planning is then the necessary prerequisite for control. Management's function 
of control seeks to check the performance against some predetermined standard of 
the projected course of action established throug!: the planning process. = 


Planning Provides for the Future 


Though forecasting is its essential characteristic, the task of planning does not en 
merely with assessing the future. Providing for future contingencies is an equally 
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Procedures prescribe-the details for carrying out policies. They spell out 
specific rules and regulations, the steps, time, place and ‘personnel responsible 
for implementing policies. Procedures also clarify what is to be done in particular 
circumstances. . | ' 


Purposes of Policy 


Statement of policy constitutes criteria for making decisions. They render decision 
making easier, more routine. They permit decisions on problems without detailed 
analysis and thus facilitate saving of precious time. 

Policies provide a clear idea of what management and employees can expect. 
Therefore, policies promote consistency and fairness of action under conditions 
that are similar in character and eliminate any bias in employee-related decisions, 
This way, policies help in avoiding confusion and misunderstanding. 


Origins of and Responsibility for Policy 
Policies may originate from anywhere inside an organization or from the external 
sources—the community, state and national legislation, changes in the economy 
and even international forces, such as war-time or defense conditions. Internally, 
policies have their inception in employees’ suggestions or complaints, in collective 
bargaining and at any level of management—staff or line management staff. 
The approval of new or changed policies ultimately comes from the top 
management. However, the responsibility for administration rests with the line. The 
concerned department of an organization recommends policies and policy changes 
that it considers appropriate for the benefit of the organization. The department 
also has to assist in communicating policies to those who should know about 
them. There are many ways of communicating the policies like, standing orders, 
house journals and circulars or through documented policy manuals. 


Considerations in Developing Policies 


In formulating policies, the first consideration is the objective or purpose. 
Operationally, it is also necessary to consider the economic (costs) and benefits in 
relation to the size and complexity of the organization. Then comes the need for 
determining the policies’ acceptability to the management and to the employees, 
and this depends to a great extent on its administrative feasibility and its fairness 
to the employees. 

Due to an unfortunate tendency to think of policies as formulae that obviate 
the need for careful thought, it is necessary to anticipate circumstances that may 
arise subsequently in administration. Imagination is required here, as well as 
knowledge of operating problems. Supervisors are in a good position to aid in 
projecting exigencies that can arise under a particular policy. 

For Human Resource Management or HRM-related policies, unions have a 
tremendous impact on policy formulation. They seek certain policies; they seek to 
alter management policies (e.g., in overtime payment); and they cause concerns 
without unions to change policy as a defense against unions. Some unions’ 


influence on policy administration appears to be beneficial, whereas, some are 


harmful to employee relations. 
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& have been well established and are 





cut delines for Policy Formulation 


aumber of guidelines for policy writin 
worth enumerating. 


|, Purpose: A statement of purpose or ra 
and ensures acceptance of the policy 


9. cer ai a words should be geared to the educational level of 
the group € policy is intended. Wording should avoid irmitating 


expressions that antagonize, d 
‘you are forbidden.’ & €note inferiority or cast aspersion, e.g., 


3, Tone: Awarm, understanding tone helps to show the interest and concern 


of management. This means avoidance of 
possible. of legalistic language as much as 


4, Form: An outlined form may be useful for management reference and 
application. But outlines are difficult for employees to follow; they repel 
reading and are cold and lifeless. Relatively short paragraphs, some use 
of underlines and adequate spacing (double rather than single) encourage 
reading. 

5. Clarity: Short sentences are better than long ones linked together with 


‘whereas’, ‘provided’, etc., and simple sentences are easier to read and 
comprehend than the complex or compound ones. 


uionale that helps to understand 


Communicating the Policies 


Management has a definite responsibility to see that employees become familiar 
with any policies that affect them. 

Written explanations of changes in policy, reinforced by oral discussion, are 
minimal for policy communication. All of the written media found in organizations 
may be used—employee hand books, bulletin boards, company periodicals, 
etc. In orientation sessions for new and old employees, oral explanation can be 
accompanied by visual aids such as film strips, placards and funnel boards. 


Administering Polictes 


Uniformity in administration is desirable when circumstances are similar among 
the various individuals and groups concerned. Customs amongst various groups, 
practices that have been in operation for sometime and needs of different groups 
of employees, etc., influence decisions in regard to degree and extent of uniformity. 
Also, the questions of fairness and employees’ attitudes toward concession in 
specific cases should be weighed. Long standing policy differences between office 
and shop, for example, are under constant fire from unions. ) 


. Questions of rigidity of administration and consistency or flexibility of 
interpretation must also be faced. In weighing special consideration to an employee 
Or penalty for a violation, many factors must be taken into account, such as, 
Work record, demonstrated capability, history of relationships, impact on other 
and on future situations, knowledge at the individual's disposal, past practices, 
"esponsibility of management, nature and frequency of the request or act, obligations 
lo the Organization, to the employee and to society, respective values, reasons, 
‘ncliorating circumstances and so. 
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Programme 

Programme consists of the entire broad course of action governing employees at 
all levels (including management) in an organization. Like any other programme of 
management, it can be thought of as a ‘stable plan of action that continues over 
an extensive period of time.’ It is the end product of philosophy, values, concepts, 
principles, policies and procedures. 


Strategy 

Strategy is the direction and scope of an organization over long term, matching its 
resources to its changing environment and in particular its markets, customers 
or clients. so as to meet stakeholders’ expectations. 


Strategy is primarily concerned with: 

* Scope of an organization's activities 

e Matching of the activities of an organization to that environment in which 

it operates 

‘e Concerns with resource implication 
e Affects operational decisions 
*  Itis affected by the values and expectations of stakeholders 
e  Itis the long-term direction 


Levels of Strategy 
The levels are discussed as follows: 


Corporate Level 


Corporate level strategy addresses the following issues: 

e Overall scope of an organization 

e How to mun in structural and financial terms 

e How resources are allocated to different operations 
Corporate level strategy is influenced by mission of the organization. 


Competitive or Business Strategy 


These strategies are adopted in order to strengthen the position of the organization 
in the market. It explains: 
e How to compete in a market 
e Which products or services should be developed and offered to which 
markets 
e To what extent it meets customers’ needs . 
e Whether it achieves the objective of the organizations, viz., long-term 
profitability, market growth and efficiency 


Operational Strategies 


Operational strategies are adopted at the functional level and the success at the 
functional or operational level ultimately enables an organization to achieve the 


corporate level and competitive strategies. 
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factors while adopting operations Strategy. 
. The an type, size and location of operations facilities 
» Type of equipment that will be utilized (focused and specific or for 


general-purpose and flexible, automated 
Make decision or principally manual) 


» Organizational structure wheather it is Suitab 
all the necessary efforts : 

« The work force selection, employment securi 
and management style | 

The information systems that will be used to collect, analyse.and distribute 
information on production, purchasing, inventory, quality, personnel, etc. 

° Boodeatinn planning, scheduling and control, system and inventory policy 

« The quality control and improvement methods that will be used 

e The productivity improvement methods—machine/manpower 


le to accomplish and coordinate 


ty, compensation methods 


Functional and Grand Strategies 


Functional strategies guide functional actions to implement grand strategy 
Grand strategy provides general direction while functional strategies give specific 
guidance to managers for accomplishing annual objectives. Functional strategies, 
therefore, translate grand strategy at the business level into action plans for the 
organization. Operating or functional managers develop such strategies taking 
into cognizance the policy guidelines. Therefore, time horizon for such strategies 
may be a year or less. Grand strategies; on the other hand, are framed with a 
long-term perspective at the corporate level. 

Formulating functional strategies at each operational level, at the outset, 
requires identification of critical success factors. For example, marketing strategies 
need to focus on product, price, market place and market and promotion. Finance 
strategies may focus on capital acquisition, allocation, dividend, working capital 
management. Research and developmental strategies focus on basic research, 
commercial development, time horizon, organizational fit, basic R&D posture 
(defensive, offensive, innovation, development, etc.). 

For evaluating a strategy, we consider its internal and external consistency, its 
appropriateness in terms of available resources, its degree of risk (which should 
be reasonable), its time horizon (not too long to face the risk of obsolescence) and 
its workability. 


Framing Strategy 
Strategic plans are process of thinking through the current mission of the © 
ganization with due cognizance of current environmental conditions—both 


ae and internal. Such plans, therefore, set guidelines for future decisions 
“ results, 


Scanned with CamScanner 





Val Industrial Management 


Viston 

It is the category of intensions th 

thinking. ' 
e It describes aspirations for the future 


e It does not specify the means that are used to achieve the desired ends 


e It must be inspirational 

e Visions are often unwritten 

e it must be communicated 

Communication of vision can be done i 
statement (ii) through personal selling (¢:2:; 
towards quality, handling the customers’ complaints, 
or intentions of an organization. 


Mission 
e Avision in tangible form is a mission statement, 
e Amission statement verbalizes the vision 
A mission statement attempts to answer the following questions: 
e Basic purpose of the organization 
¢ Unique or distinctiveness of organization 
« Expected difference in business in coming three to five years 
¢ Principal customers, clients or key market segments 
e «Principal goods and services, present and future 
e Principal economic concems 


° Basic beliefs, values, aspirations and philosophical priorities of the 


firm 
Key Elements of Mission Statement are as follows: 
° View of the Future 


o The anticipated regulatory, competitive and economic environment 


° Competitive Arenas . 


© The business and geographic business arenas where the company 


t ve 
' ids 


will compete 


¢ Sources of competitive Advantage 


0 The skills that the company will develop; a description of how the 


company intends to succeed 


Benefits of mission statement are as follows 
e Establish boundaries to guide strategy formulation . 


e Acknowledge responsibilities to various stakeholders and establish 


standards for organizational performance 
e Suggest standards of individual behaviour 


at are broad, all inclusive and forward 


n two ways (i) in the form of mission 
behaviour of the visionary). Attitude 
etc., are examples of vision 
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Goals 
mission statement trices to make a vision 


more s 
attempts {o make a mission statement titre aa whereas, goals are 


gals have several features as under: 


» They address both financial and non-financial issues 


They facilitate reasoned trade- | 
* consistent with one another) c-off (range of goals should be perfectly 


e They can be reached with a stretch 
e They cut across functional areas 


G 


Objectives 
e They are the operational definitions of goals 
e They describe what the organizations hope to accomplish 


Characteristics of objectives: 

« They can be measured 

e« They indicate time dimension ! 

e They reduce conflict or misunderstandings 


Comparisons between Policy and Strategy 

Policies— 

¢ are general statements or understandings 

e guide managers’ thinking in decision making 

e ensure that decisions fall within certain boundaries 

Strategy— | 

e is the direction 

e is concerned with the deployment of human and material resources 
e increases the chance of achieving selected objectives 


Strategies and policies are put into practice by means of plans. Tactics are 
the action plans, through which strategies are executed. 


Strategic Control 


Strategies are selected and implemented over time. But strategies being forward . 
looking, designed to accomplish the objectives in future, it is necessary to enforce 
control over strategies. 


Strategic control, which can be enforced by certain operational controls, are 
designed to answer following questions: 


(a) Are we moving in right directions? 

(b) Are key things falling into place? 

(c) Are our assumptions about major trends and changes correct? 
(qd) Are the critical things we need to do being done? 

(e) Do we need to adjust or abort this strategy? 


ab 
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noroughly and often rapidly, reconsider the 
‘ Unexpected event. To take an example, 
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scial alert control is tl | 
() How are we performing? special ale 1¢ need to t 


,'s basic strategy based on a sudd 






























(g) Are we meeting objectives and schedules? rl | coup or civil war in a cou 
al c nt 
(h) How are costs, revenues and cash flows matching projections? pores who may have to ihoningtt would put pressure on exporters to those 
i) D d to mak erational changes? count vould be a major airline f. Te oa thelr’ ORL Sate eye. Anite 
(i) Do we need to make op example ¥ ne facing a devastating effect after an air crash, 


To establish strategic control: - P operational Control Systems 
w the time between initial implementation and achievement of intendeq 

ay ste ge lceton ofthe oa agement in monitoring and steering the 

(b) Steer the organization through different action (like undertaking of project, | pasic $ pany. However, operating managers also need 

investment, etc.), environmental situation and firm's internal situation, 

(c) Correct the actions and directions of the firm as required by certain 


trol systems guid 
erational contro! sy guide, monitor an al 
developments and chances in external environment and interna d evaluate progress in meeting 


annual objectives. Usually, following Steps are taken for operational control: 
(a) Set standards of performance 


(b) Measure actual performance 
(c) Identify deviations from standards. 
(d) Initiate corrective action or adjustment | 


There are three types of operational contro] systems. These are— budgets, 
schedules and key success factors. 


situation. 


Types of Strategic Control 
There are four basic types of strategic control: 
(a) Premise Control 
(b) Implementation Control 
(c) Strategic Surveillance 
(d) Special Alert Control 


Premise control is designed to check systematically and continuously whether 
or not the premises set during the planning and implementation process are stil] 
valid, for example, a bank may adopt an aggressive marketing strategy to achieve 
15 per cent annual growth, establishing a planning premise that not more than 10 
per cent would be their non-performing assets. Premise control should be ensured 
monitoring the non-performing assets at the branch level on a regular basis. 

Implementation control is designed to assess the overall strategy results 
associated with the incremental steps and actions that implement the overall 
strategy. To take an example, an internationally known fast food centre decided 

to maintain 3:1:company-owned franchise ratio as the part of their expansion 
strategy, to ensure control over the quality of foods, rates, etc. However, growing 
competition in this business later forced them to reverse the ratio to accelerate 


its ability to open new locations. | 

Strategic surveillance is designed to monitor a broad range of events inside and 
outside the company that are likely to threaten the course of the firm’s strategy. To 
take an example, in the early years of its attempt to sell the PGDBA CFA Course, 
ICFAI made its course more finance oriented, covering all conceivable finance- 
laden papers, targeting the financial services sector as the prospective employers 
of their students. Now, financial services sector being highly unstable for market 
volatility, ICFAI felt the need to target other sectors as the prospective employers 
of their students with adequate shift in focus to PGDBA papers like; Marketing, 
HRD, Information Technology, Strategic Management, etc. 

Similar shift in focus was adopted by IBM in marketing their large expensive 
mainframe computer worldwide, from corporate house to libraries 


Budgets 
- Budgeting is the formulation of plans for a given future period in numerical terms. 
[tis statement of anticipated results, in financial terms (as in revenue and expense 
and capital budgets) or in non-financial terms (as in budgets of direct labour 
hours, materials, physical sales volume or units of production). The Institute of 
Cost and Management Accountants of England and Wales defines a Budget as ‘a 
financial and/or quantitative statement, prepared prior to a defined period of the 
time for the policy to be pursued during that period for the purpose of attaining 
a goal objective.’ As budgets provide standards of performance, they usually 
become the basis for control. All results and performances are measured and 
appraised against budget standards, which are developed through a comprehensive — 
budgetary programme. Control exercised for the execution of budgets is known 
as budgetary control. 
| Budget making is concerned with the planning function of management, while 
budgetary control is associated with controlling in organization. Budgetary control 
is ‘the establishment of objectives relating to the responsibilities of execution to the 
requirements of a policy and the continuous comparison of actual with budgeted 
results, either to secure by individual action the objective of that policy or provide 


a basis for its revision.’ 





Characteristics of Budget 


1. Budget is essentially for a given period. 

2. It differs from objectives and policies because it is set down in specific 
numerical terms. 

3. A good budget is flexible. 
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4. It secures maximum participation of the entire organization both tn 
preparation and follow up. | 

5. Budget is fundamental to the organization. It generally receives attention 
and support of the top management. 

































ie inink very seriously about Controlling the cost ieleiatitaia ieee 


ip Increase Efficiency in the Field of Production 


often than not, budgetary contro] n 
“ quction budget and thus, helps dete ; 


pr oduction. 


Classifications Yardsticks 
1. By coverage of functions 
2. By characteristics of activities 
3. By period 
4. By flexibility 


cessitates preparation of separate 
Tmine progress and efficiency of the 


Th Determine Capital Requirements 


Purpose of Budgeting | pudgeting is also employed to determine capital requirement of the enterpri 
rprise. 


ic 4 ible through computin 
Budgeting is used for a variety of purposes. Some of the basic general purposes This is possl puting financial flows at diffe 
for which budgeting is used are as follows: operations of the enterprise as reflected in various indicia, iieiiaaeass 


To Develop an Organized Procedure for Planning T Encourage Research and Development 
Budgeting is used as an aid to planning and budget is sometimes known as 
the profit plan. A budget requires planning and is also in itself an instrument 
of planning. Budgeting involves anticipation of results and expressing them in 
numerical terms. Forecasting or projecting a future course of action that is implied 
in budgeting is essentially a planning process. Comprehensive budgeting forces 
the management to develop a network of objectives and policies and plans for all 
the phases of operations of the enterprise. 


Budgeting also alms _ encouraging research and development. Comparison of 
actual DS artie — oe goals and plans and thorough analysis 
of deviations parucularly ol key factors provide a , 

sevelopment. sound basis for research and 


To Increase Utility of Cost Records 


Budgeting entails considerable use of cost information and rec 
ords. Th 
control adds meaning to cost records and increase their utility. us, budgetary 





Means of Coordination 


Budgeting is also used for coordinating the activities of the various divisions. of 
business. While preparing budgets, information must certainly be required relating 
to divisions and activities in the enterprise. A sales budget, for instance, cannot 
be prepared without knowing about production programme of the enterprise. The 
very act of preparing budgets, therefore, demands coordination. The process of 
integrating various budgets into a master budget also highlights the importance 
of coordination implied in budgeting. 


Reporting 


The essence of budgeting lies in taking proper corrective actions to rectify the 

negative deviations. It can be achieved if the management has full information 

about the deviation. Management can be fed with the requisite information if 

effective system of reporting is in operation. Reporting is, therefore, extremely 

‘important in a system of budgetary control. 

Reports should be drawn up in such a manner as to enable management to 

realize at a glance where its attention is needed. Hence, the application of the 

principle of management by exceptions is inevitable here. The whole system should 

work like the nervous system in human body where all information about whatever 

is happening is noted, but the mind is burdened only with that information which 

requires some action. 

Following factors merit consideration in respect of reports: 

1. The report should be factual and objective. 

2. The report should relate to a definite period of activity and should be 

prepared in such a way that the responsibilities of various persons and 

departments are clearly demarcated. 

3. The report should be brief, concise and clear. 

4. The report should be specific in respect of exceptional aspects so that 
immediate action can be taken by the management. | 

5. Reports which no one uses should be immediately stopped. 


A Basis for Control 


Control represents the most widely known use of budgeting. Events can be 
compelled to conform to plans only when there are predetermined objectives 
and standards. Budgeting forces management to lay down objectives, goals and 
plans in numerical terms. It thus provides the yardstick for the measurement of 
performance so essential for effective control. Budget reports analyse the deviations 
and also suggest corrective actions. Thus, budgeting is also used as an aid to 
managerial control. 


Budget to Control Cost 


Individual budget for each operation or department helps the management to know 
separately the cost for each of them and thus exercise effective control over cost. 


Scanned with CamScanner 





Industrial M anagement 
6. 


A copy of the report should be sent to the person responsible for the 
activity covered so that he is kept informed about the progress of his 
work, 

7. Above all, the report should be prompt even if it contains the permissibie 
degree of inaccuracy. 


Forecasting 

inference of a future event. Forecast 
nference as it is always done on the 
{fective basis for planning different 
int of view, forecasting is important 
tem to achieve efficient result. | 


Forecasting is defined either an estimate or 
may not always be an accurate estimate or i 
past trend. However, forecast provides an ¢ 
activities of an organization. From managerial po 
. for planning, scheduling and controlling the sys 


—— 


— ae a a 


Steps in Forecasting 


Following basic steps are required for effective forecasting: sg 
1. Identify the objectives for which forecasting is done. From manager's point 
of view, forecasting objectives may be reducing the problem of overloading 
in serving the customers by enhancing the number of service counters, 
initiate changes in design of a product and measure customer's response | 
pattern, etc. : 

2. Determine the time period of forecast, which may be long run or short 
run. Depending on the time period, managerial decisions and actions 
may vary. To illustrate, if an organization requires extra manpower for 
a period less than one year, instead of direct recruiting, they may avail 
the services of some outsourcing agencies (who make people available on 
hire). | 

3. Select the right forecasting method in line with the objectives of the 
organization and the time frame. To take an example, annual sales 
forecast (for an existing organization) is better done using Time Series 
Analysis, while Delphi Technique or market research methods are best 
applied where collective opinions are required to be assessed. 

4. Collect required data and information matching with the selected 
forecasting method. For the time series analysis, past data is collected, 
whereas, for market research, the primary data are collected by conducting 
survey. i 
Implement results for managerial decisions (planning and control). 

6. Periodically evaluate forecasting, by assessing degree of error and reliability 
and revise. ae 


ee ee a es ae ee eee 


} 
} 


wt 


Types of Forecast | 


Different forecasting techniques can be broadly categorized under three types. Those: 
are Qualitative or Judgmental, Time-Series and Cause-Effect Models. Depending 
on the type chosen, different techniques are adopted. Qualitative forecasts involve 
a collection of opinions and preference, which is further, quantified using different 
Statistical tools. Delphi Method, Nominal Group Technique, Market Research are 
the much used qualitative techniques. | 








fi 





, Sta 
the 
, are done by correlation regression 
€ssion technique shows cause-effect 


Sales data and market or economic 
yat caused changes (either negative or positive) in the demand pattern. 


models are used to forecast economic conditions. Like when the 


are used to forecast demand 

pattern, we use 
“uch econometric technique. Similarly, Input-Output Analysis, End-use Anaiysis 
"re alsO some other sophisticated quantitative models. 


pifferent forecasting models discussed above may be listed as under: 





















: Forecast' Types! Vii 98) Techniques Used 
. ve Model =< =: 9) (a) Denn: ) 
eee eed) Delphi Technique . 
ee : 





Nominal Group Method 
. Market Research Method 
Last Period Method 
Simple Average Method 
Moving Average Method 
Exponential Smoothing 
Trend Projections - 







~ Time Series Analysis’ <:. 


VINts ; 
é } 5 Te a |} $3. yard f 
a «A ad 2.7 San 












Correlation Regression Method | 
- Econometric Method 
): Input-Output Analysis 
~End-use Analysis ° 






Manpower Forecasting 


In managing the operations of an organization, it is very important for us to perform 
periodic manpower forecasting. All the manpower forecasting tools explained 
here can also be used as the tools for planning also. To ensure understanding 
of quantitative tools for planning, we have explained in the context of manpower 
planning to understand its application in organizations. 


The important points regarding the manpower are: 


Use of Time Series Analysts 


Employment data over a time period (time series) are used under this method as 
the basis for the manpower forecast. However, mere projecting the past into the 
future, without considering endogenous and exogenous changes, would increase 
the forecasting errors, which may be either under forecasting or over forecasting 
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of manpower requirements. The relevance of such change factors has been 
discussed earlier. 


When we record employment levels over a time period, we observe following 
five distinct elements in it. 


(i) Trend, which ts the fluctuation in level of employment over a Ume period, 


(ii) Cyclical effects that are the changes tn employment {n relation {g 
some particular event, like economic liberalization in India or WT9 
resolutions. 


(iii) Seasonality, which is a seasonal fluctuation that occurs more than once jp 
a given time period, like requirements of more maintenance staff in Delh; 
Vidyut Board during summer and rainy season while less in winter, 


(iv) Step is a sudden change in employment level due to economic environment 
or increased market share or procurement of some new machines, ete, 


(v) Random fluctuations are the fluctuations in employment level which 
are random in nature, i.c., such fluctuations do not follow any obvious 
pattern. This problem can be addressed by following a Moving Average 
Method. 


Some illustrations of manpower forecasts using Time Series Analysis are given 
in the following. 


Moving Average Method: Under this method, the average of the combined 
employment level data for the recent past is considered as the forecasted 
employment level for the next period. This technique is useful to guard against 
random fluctuations. However, it requires careful selection of time periods, which 
may be a 6-period, 10-period and 12-period moving average. Jf time periods chosen 
are too few, we may get wide variability in our forecast. Therefore, considering 
more time periods, we get better results. Whatever time periods are selected 
for forecasting, it is necessary to continue the same number of periods for our 
computations. After each period elapses, the figure for the oldest period is dropped 
and the figure for the newest period is added for the subsequent computation of 
manpower requirements. 


Example: 


Godrej has the following manpower data for their health care division for the past 
six years: 












Manpower Level/Data (in nos.) * Bi 


pel ge te 


Ree oe es 1500 
A a} , A, > & Y - 
Wary ae, ical * er SW aa a) YP way" 


You have been asked to forecast their manpower requirement in 2010 using 
a 6-period moving average. | 
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500 +600 + 800 + 1000 

if. +1100 +1300 
solutions Mm F = 5300 /6 = 883 nos. 


ving average to forecast manpower for 


10, then we are required to drop the data of 2004 and 2005 and compute the 


forecas 


r= 800 + 1000 + 1100 + 1300 
m a = 4200/4 =1050 nos. 


from the above variation in results, we can well understand the danger of 
iis dering lesser time periods in manpower 


forecasting. 
ror achieving better results, weights may be assigned for different time periods 
at the discretion of the analyst. To take an example, the manpower level of 2004, 
5 and 2006 may be less relevant, hence, 


00 for these years weights may assigned 
~ 1 each. For 2007, the weight may be 2, for 2008 gh y gn 


the weight may be 3, whereas 
for 2009, the weight may be 4. Now, the forecasted ieee 


db under: manpower for the year 2010, 
would be as : 


F,, = (500) + 1600) + 1(800) + 211000) + 311100) + 411300) 
>, Le,,12 


500 + 600 + 800 + 2000 + 3300 +5200 
‘ a 


12 
= 12400 /12 = 1033 nos. 


Exponential Smoothing: In Moving Average Method, it is need to carry 
forward large volume of historical data. The need for such past records can be 


eliminated adopting this method. This method smoothens random errors by giving 


exponentially decreasing weights to historical data. 


Such weight factor is indicated by alpha.(cc), which is a smoothing constant, 


a non-linear decimal value which lies between @ and 1. The formula for the 
exponential smoothing model is: 


F, =F, + <-@_,-F.) 


where, 
F, = Forecasted manpower 
F_, = Forecasted demand for the previous period 
ce = Smocthing constant 
A .= Actual manpower required for the previous period 
Example: | 


Assume that the forecasted manpower requirement for an organization was 
500. whereas, their actual requirement was 480. Considering alpha value of 0.4 
(Which the company feels would produce the best results), compute the manpower 
requirement for the current period. 


Solution: 500 + 0.4 (480 - 500) 
= 492 nos. 
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Double exponential smoothing can also be done to get further cushion in 
manpower forecasting. 


Analysis of Productivity and Other Ratios 


- Productivity and performance analysis were discussed in earlier clrapter. We have 
seen, for a short-range forecast, usually normal budgetary process ts followed, 


Managerial Judgement 


A manager has to make a judgement about the future employment levels. Suc 
judgmental decision is based on his past experience, which he relates to past 
occurrences of some events and its effects on manpower plans. He has to use 
his judgement considering the contingencies. Combining quantitative tools with 
judgement yields better results. There are, however, certain pitfalls in our assumed 
variables. In the following paragraphs, we have examined such pitfalls, which May 
lead to inaccurate manpower forecasts. 


Difficulties in Manpower Forecasts Using Quantitative Tools 


(i) When productivity data is considered as available to decide upon the 
manpower requirement, it is important to understand that the productivity 
rise cannot always be attributable to the increased human effort, 
Thus, productivity increases due to changes in technology or the sum 
total of operational and managerial efficiency (total factor productivity 
approach) are needed to be integrated while doing manpower forecasts, 
However, developing manpower planning models integrating the above 
two productivity variables is not so easy for obvious computational 
difficulty. zl 

(ii) It is difficult to get units of output in the same form for all jobs. To take an 
example, maintenance jobs are difficult to quantify. Moreover, maintenance 
problem is time independent. Planning for maintenance staff is one of 
the difficult tasks for manpower planner. Due to this reason, most of the 
organizations prefer to give the contract of their maintenance function to 
another company or organization. Similar quantification problem is there 
for Customer Relationship Management (CRM). Even with CRM solutions, 
quantification is difficult. 


(iii) The relationship between output and manpower is not always straight 
forward. Increase in output may lead to the economies of scale and 
the resultant cost efficiency and rise in productivity, which may not be 
attributable to the manpower productivity. ¥ 


(iv) The effects of factors like new technology, incentive schemes, etc., 
upon productivity, may not be consistent over a time period. Therefore, 
projecting manpower requirement, considering effects of such factors 
may be inaccurate. 

(v) The effects of different factors may not always be linear. The interrelatio hip 
of different factors complicates the forecasting of manpower. Although 
we have statistical techniques like multiple regression analysis, factor 
analysis, etc., their computational rigours often dissuade the manpowel 
planners from using such tools. . 
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Uncertainty about the future js again a 


major 
planner. Thus, extrapolating on the aaa ‘mene = ae ae 
jnaccuracy in manpower estimation, a a eae 
(vil) Data om past workload factors 
in emulating the same, 
(vill) Integr wince of manpower Planning with corporate plans may not exist in an 
organization, creating problems for enterprise-wide manpower plans 
(ix) Employees cannot always be related to output in a direct way. 
(x) Human Resource Information 


Systems (HRIS) ma 

y not exist in an 
organization. Lack of such information support 
estimation of manpower, pport system leads to inaccurate 


For the obvious constraints explained above, mana 


the statistical tools, is often considered as the best option for manpower planning. 


often it is said that planning for manpower within a given cost constraint, without 
bothering for past practices, lead to a better estimation. 


(vi) 


may not be available, creating difficulty 


gerial judgement along with 


Use of Qualitative Models for Better Managerial Judgement 


Delphi Technique: The word ‘Delphi’ has come from Greek. In Athens of Greece 
during ancient times, it was a convention to consult an oracle representative of 
God Apollo who was believed to have contact with God. During that it was only 
the priest who could only interpret the advice given in the oracle. 

In modern times, this method is essentially a group process to achieve a 
consensus forecast. This method calls for the selection of a panel of experts, 
either from within or outside the organization, whose comments are crystallized 
from a series of questionnaire response and then used as the basis of forecast. A 
series of questionnaire are prepared from the responses received from a prior set 
of questions in a sequencing manner. At every stage, information obtained from 
the previous questionnaire is shared among the participating members, without, 
however, disclosing majority opinion. This secrecy is maintained since the majority 


opinion may have peer group influence on the minority opinion. 


The procedure of Delphi Technique may be enumerated as follows: 


(i) To start with, it requires the selection of a coordinator and a panel of 
experts both within and outside the organization. 


(ii) The coordinator then circulates questions in writing to each such 
expert. ' . 


(iii) The experts then write their observations. 


(iv) The coordinator then edits those observations and summarize, without, 
however disclosing the majority opinion in his summary. 


(v) On the basis of his summary, the coordinator then develops a new set 
of questionnaire and circulates those among experts. 


(vi) Experts then again answer such new set of questions, 


(vii) The coordinator repeats the process till such time he is able to synthesize 
the opinions of the experts. 
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The success of the process again depends on the following factors: 
Experts should be so chosen that they have the requisite knowledge anq 
skills to give the best answers. 

Questions should be relevant to the objectives. 
Criteria for evaluating responses should be consistent, unblased ang 
befitting with the objectives. Although, there is no universal set of criteria 
for evaluating responses, it is often considered necessary to follow the 
under mentioned guidelines: 


(a) Consider the assessment made by the experts in terms of thet 
knowledge in the area, ! 
(b) Consider the assessment in terms of feasibility, objectives, time ang | 


resource requirement. 

(c) Consider the assessment in terms of desirability. 
(d) Consider the assessment in terms of extraneous factors. | 
Nominal Group Method: Like Delphi Method, Nominal Group Method also 
involves a panel of experts. However, the major difference between the two is 
that whereas, under Delphi Technique, experts are not allowed to discuss among 
themselves, for assessing the questions, under Nominal Group Method experts 
are given the opportunity to discuss among themselves. Under this method, the 
coordinator assumes the role of a facilitator, allowing the experts to sit together 
to discus their ideas. The records of such discussions are made on a flip chart, 
After these round table discussions on ideas, experts are asked to rank their 
ideas according to their perceived priority. The group consensus is then derived | 
mathematically in terms of individual rankings. The process, therefore, affords 
creativity and facilitates scientific group consensus unlike the consensus by | 
qualification (as the coordinator ultimately decides the best course of action) | 
under Delphi Technique. } 
Market Research: This qualitative method of forecasting is used to develop a | 
model for consumer buying behaviour. From the published secondary source data, | 
market size, population size, its biographical characteristics, income distribution 
pattern, past sales data, product groups, competitive advantages, etc., are} 
synthesized to develop the desired consumer behaviour model. To supplement 
this observation, surveys are often conducted, interviewing target population 
(samples), administering structured questionnaire. These supplementary efforts | 
-concretize the judgment and make the forecast more effective. This technique Is } 
usually employed by organizations to forecast sales of new product or sales of | 
established products in new markets or to forcast for long-range plan. 


Tracking Signal for Tracking Forecasting Error 


Automatic monitoring mechanism to keep a track of accuracy of forecasting models 
is known as tracking signal. It is the ratio of cumulative forecasting error to the 
mean absolute deviation (MAD). Cumulative forecasting error or running sum of 


forecasting error (RSFE) is indicated by: 


Py (A, —F,), where, A, = Actual demand for period 't' and F, = Forecasted 
— demand for period 't' 
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fore, Tracking Signal (TS) = 


>A —F, 


RSFE _ 
RSE 


MAD 


tracking Signal 1s recalculated every time wit 


data and forecasilng 1s updated accordingly, TS should be fairly small and th 
only one can say that the forecasting Is accurate or nearly art Ts ~ 
outside some pre-established Tange, it is called tripping of signal Ev : ti cote 
signal trips, forecasting method {s adjusted. Usually, the et the ss tales “ 
vary between 3 and 8. Let us now illustrate TS with an example of actual d a 4 
dala, forecasted demand data and the resultant value of TS. Let is pam 
to period 5, we have made an initial estimate of the MAD to test accuracy of 
our forecasting model. For each subsequent period, we have computed 1S a 
to understand, however, whether it is within the accepted range s 3 to 8 
In this case, the TS is less than the limit of 3 to 8 and is up to “~~ 9. In 
eriods 10 and 11, it undershoots the limit. As of now, the eer model is 
considered to be functioning well. However, if the trend persists even in —eemeee 


forecasting model may h 
periods, ai y Nave to be reassessed . Using a tracki 
chart, we can plot the data to explain the situation. g a tracking control 


| + MAD 


h the availability of actual demand 


period © Actual Forecasted — Errors 











| Demand Demand . (A-F) | rane oe a 
| (A Ree = 
PI. ‘ 
9. BN 144 139 +5 ss ¥ 
"3, Seq 133 Se, -3 - a 2 
ES 4, 4 130 134 4 ” ¥ E 
5, } 137 136 +1 - 4.00 - 
6. SA 143 141 +2 +2 3.67 +0.54 
EB? “aur 187 140 Ee =] 3.57 -0.28 
8. | 188 ‘141 -3 — 3.50 -1.14 
1133 139 6 -10 3.78 -2.65 
#10, 244) 131 136 5 -15 4.30 -3.49 
B11. a! 130 134 4 -19 3.91 4.86 
DECISION MAKING 


Decision making is the process to select a course of action from a number of 
alternatives. Like planning, decision making is also all pervasive. Like forecasting, 
decision making is also an important part of planning. We have explained earlier 
how policy documents helps in taking managerial decisions. But these are 
decisions of routine nature, which we also call operational decisions. Strategic 
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or important decisions are taken considering different alternatives. In order tg 
be a successful manager, one has to necessarily develop decision making skills, 
Decision making process is similar to strategic planning, which we have explaineg 
earlier. It involves: 

(i) Diagnosing, defining and identifying the source of the problem 

(ii). Information gathering and analysis of the facts required to solve the 

problem 

{iii) Developing and evaluating alternative solutions to the problem 

(iv) Choosing the best decision alternatives 

(v) Communicating the decisions implementing the decisions -, 

Various forecasting tools explained earlier help us in decision making. However, 

the most important tool, i.e., Decision Tree. for evaluating decision making jg 


explained here. 


Decision Tree 


A decision tree is a graphic representation of the sequence of decisions required 
in determining the expected values of alternative course of action. Each decision 
alternative is weighed by developing a pay off matrix, which depicts the probable 
value of each of the decision alternatives by quantifying the various outcomes 
and probabilities of their occurrence. Probability is the degree of likelihood that 
a particular event will occur. It varies from zero (no chance of occurring) to one 
(certain chance of occurring). Outcomes are quantified in terms of Expected 
Value (EV). It is the sum of values of the expected outcomes multiplied by their 
respective probabilities. To illustrate, suppose a manager expects 0.20 probability 
of earning Rs 60,000 from a business, 0.40 probability of earning Rs 30,000 from 
the business again and 0.30 probability of losing Rs 20,000 from the business, 
Such assumptions are based on his past experience or from the general trend 
analysis in the industry. The EV can be computed as under: 
EV = 0.20(60,000) + 0.40(30,000) - 0.30 (-20,000) 
= (12,000 + 12,000) - 6,000 
24,000 - 6,000 
18,000 
Likewise, the manager can now compare the expected value of Rs 18,000 with 
other alternatives and decide on the best alternative based on the higher expected 
value. Let us now analyse the following pay-off matrix: 


x 


High Sales Low Sales |) 
(probability = 0.60) _ (probability = 0.40) 













+30,000 





Company-A -15,000 








fw Fs . i Company-B +70,000 -30,000 


tive3 Company-C +40,000 10,000 
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{he above pay-off matrix, we ha 


ve to first compute the expected val 
wise for each decision alternative P xpected value 
We form of a Decision Tree, and then we can represent the same 
eal 


Companies are as under: 


gv for 
mompany aes ee nih 0.60(30,000) + 0.40(-15,000) = 12,000 
company - B (Investment Alternative-2) 0.60(70,000) + 0.40(-30,000) = 30,000 


company ~ € (Investment Alternative-3) 0.60(40,000) + 0.40(-10,000) = 20,000 
It is seen from the above, investment in Company-B, i.e., investment 
aiternative~2 is the best option. Now, we are representing the observations in the 
form of a Decision eee | 
apart from the Pay-off matrix and Decision Tree, Queuing Models, Distribution 
adels. Inventory Models and Game theory are also used as decision tools. Queuing 
ndel helps us to reduce waiting time to ensure better service to customers. 
pistribution Model helps us to determine the cost effective way of distribution 
af roducts and services. Inventory Models help us to determine the optimum 
jnventory level for both inputs (raw materials and spares/components) and output 
(finished goods). Game theory helps us to measure the decision outcomes under 
different situation of uncertainty. These, apart all the forecasting tools discussed 
earlier in the chapter, are also used as important tool for managerial tools. Delphi 
Technique and Nominal Group Technique are examples of group decision making. 
These apart, group decisions are taken forming various committees. The committees 
are briefly discussed in our chapter on Organization. 





Turning Around = 


‘ ee 
‘ : . 
se tt i ee ee el ee tel 2 ee Del ee er - ee 






With single production facility, i.e., manufacturing of cameras, Medows 
diversified in array of product-mix based on carefully developed plans with 
specific goals. Their first long-range plan (covering five years) focused on 
achieving 20 per cent sales from diversified product-mix (i.e., other than 
cameras). Subsequent five-year plans focused on further diversification, 
expanding into other product mix or areas. However, this initiative did not 
lead to success. In fact, the company experienced serious difficulties. Problems 
largely occurred due to wrong supplied items, which lead to defects in output; 
unrealistic estimation of market demand; and holding or stockpiling of huge 
inventory of near obsolete products. 

To ease the situation, the company reorganized the planning process under 
a central planning staff. Their long-range plans (which are strategic plan) 
now outline major directions and goals for the company, keeping pace with 
the changing environment. Medium-range (tactical) plans, with maximum of 
three years duration (subject to annual revision), focus on allocation of various 
resources and facilities and address short-term issues to amplify long-range 
plans and goals. These efforts are strengthened with contingency plans to 
light against any eventual adverse situations. Short-range plans focus on 
maximum utilization of resources to obtain results and its comparison with 
intended established goals. This way the company coulé turn around. 
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MANAGEMENT INFORMATION SYSTEM (MIS) AND DECISION 
SUPPORT SYSTEM (DSS) ‘ 


MIS is a system that gathers comprehensive data. organizes and summarizes 


the same in a form that adds value to managerial decision making. It jg 
a computer-based information system for more effective planning, decision making 
and control. A typical MIS has four major components, i.¢., data gathering, data 
entry, data transformation and information utilization. Most of the organizations 
keep centralized data base, which can be used for a wide variety of application, 
DSS is an interactive computer system, which is easily accessible to and operateg 
by people, who are not computer friendly. DSS helps them to plan and make 
decisions. A typical DSS consists of the following elements: , 
¢ An MIS to support several ways for accessing and summarizing data 
e  Itisasophisticated database that allows information to access in various 
ways ii 
¢ Itisauser-friendly interface which gives the user to use simple commands 
(rather than complicated computer terms) while communicating with the 
DSS . | 
¢ The database for DSS contains both internal and external information, 
which helps the manager to relate and benchmark (compare) his 
decisions aan 
e Response time for DSS is rapid, which makes the system more effective 
than conventional MIS “ 


LIMITATIONS OF PLANNING 


Even though planning is an all-pervasive and a primary function of management, 
planning is subject to certain limitations. Without proper understanding of such 
limitations, planning may result into futile exercise. We have listed some limitations 
of planning, understanding of which may improve the efficiency of planning. 


Planning Premises May Be Wrong 


Planning premises are the basis and framework for decisions. Understanding the 
planning premises with absolute accuracy is not possible. Hence, there always exists 
some margin of error, which obviously vitiates the plans. Difficulty in assessing 
the premises for planning is, therefore, the most important limitation. ' 


Rapidity of Change , Ly 
Every organization operates under certain internal and external environment. 
Environment cannot always be stable. Extent of change in internal and external” 
environment, therefore, creates a situation of instability, making the planning job 
extremely difficult. ss 


Time and Cost Constraints 


Every organization has to plan within given time and cost constraints. Such 
constraints stand against the efficiency of planning. In a situation of crisis, 
organization may even have to take decisions on war-footing, which is literally 


‘ 
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and resources may compel the 


yhout planning. Non-availability of time 
o ss plans. 


sani zation to come out with the best busine 
of 


planning May Limit the New Ideas 


New ideas OF Ca et in planning may not be possible because of the 
jraditional mindset o! peopie. Vision and philosophy of the organization and its 
“ople. if not progressive, may limit the planning initiative of the management. 


similarly, procedural and policy rigidities also come in the way of planning. 


dures, rules and policies once documented are difficult to change. Such 


proce pility obviously affects planning. 


inflexd 


Capital Investment Constraint 


capital sunk in the business, both in the form of equipment and employees 
(investment in training) often limit the planning initiative, keeping pace with the 
a vironmental changes. Managers are quite often compelled to set their planning 
premises, keeping in mind the capital investment, which cannot be foregone. 


Non-Control Over External Factors 


Some external factors may seriously impede the planning like sudden change in 
government policies, union pressures on wage hike, war, international policies 
(like WTO, EEC, ASEAN resolutions), etc. 

Despite such limitations, organizations cannot get away without planning. 
Every manager has to plan systematically to achieve desired results. 


In this chapter, we have extensively discussed about organizational 
planning. Planning is an all-pervasive and fundamental function of 
management. It involves deciding in advance, what is to be done, where, 
how and by whom it is to be done. Through planning, a manager projects 
a course of action for the future aimed at achieving desired results for the 
enterprise as a whole and each department within it. Planning provides 
the framework within which organizing, staffing, direction and controlling 
are undertaken. Planning components are usually classified as objectives, 
policies, procedures, programmes, budgets and strategies. A policy is a 
predetermined and established guideline towards the attainment of accepted 
goals and objectives. Such guidelines facilitate properly designed efforts to 
accomplish the strategic intent. Programme consists of the entire broad 
course of action governing employees at all levels (including management) 
in an organization. Strategy is the direction and scope of an organization 
over a long term, matching its resources to its changing environment and 
in particular its markets, customers or clients, so as to meet stakeholders’ 
expectations. Objectives are the operational definitions of goals. It describes 
What the organizations hope to accomplish. Budgeting is the formulation 
of plans for a given future period in numerical terms. It is a statement 
of anticipated results, in financial terms (as in revenue and expense and 
capital budgets) or in non-financial terms (as in budgets of direct labour 
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hours, materials, physical sales volume or units of production). Forecasting | Communication of vision can be done 

is defined either as an estimate or inference of a future event. Forecast may statement (il) through personal selling (e 

riot always be an accurate estimate or inference as it is always done on iowards ere aes ass complaints 
basis for planning intentions © organization. 

the past trend. However, a forecast provides an effective : 

teen! activities of an organization. In this chapter, the processes of yea oom In 

formulation of plans using various techniques have been elaborated, so q large volume ol historical 


In two ways (i) In the form of mission 
-€., behaviour of the visionary). Attitude 
handling are the examples of vision or 


Moving Average Method, we need to carry forward 


data. We can eliminate the need for such past 


: ive plans. | records adopting this method. This method smooth d vin 
that an organization can function efficiently through effective p exponentially decreasing weights to historical a random errors by giving 


; Such weight factor is indicated by alpha (0c), which is a smoothing constant, 
Say Words | a non-linear decimal value which lies between 0 an 1. 
|_e eee SSe 










Strategic Control: Strategy is selected and implemented over time. a 
being forward looking, designed to accomplish the objectives in - are it is 
necessary to enforce control over strategy. That is why every organization enlorces 
strategic controls through operational control. gg 
Forecasting: Forecasting is defined either as an estimate or inference of a future 
event. Forecast may not always be an accurate estimate or inference as it is 
always done on the past trend. However, forecast provides an effective basis for 
planning different activities of an organization. From managerial point of view, 
forecasting is important for planning, scheduling and controlling the system to 
achieve efficient result. 

Decision Tree: A decision tree is a graphic representation of the sequence of 
decisions required in determining the expected values of alternative course of 
action. Each decision alternative is weighed by developing a pay-off matrix, which . 
depicts the probable value of each of the decision alternatives by quantifying 
the various outcomes and probabilities of their occurrences. Probability is the 
degree of likelihood that a particular event will occur. 

Mission: A vision in tangible form is a mission statement. Mission statement 
verbalizes the vision. A mission statement attempts to answer the following 
questions: 

e Basic purpose 

¢ Unique or distinctiveness of organization ; 

¢ Likely difference in business three to five years in the future 

¢ Principal customers, clients or key market segments 

¢ Principal goods and services, present and future 

e Principal economic concerns ‘ ta 
* Basic beliefs, values, aspirations and philosophical priorities of the firm | 
Budgeting: Budgeting is the formulation of plans for a given future period in 
numerical terms. It is a statement of anticipated results, in financial terms (as 
in revenue and expense and capital budgets) or in non-financial terms (as in | 
budgets of direct labour hours, materials), physical sales volume or ‘units of | 
production. 4 | 
Programmes: Programme consists of the entire broad course of action governing 
employees at all levels (including management) in an organization. Like any other | 
programme of management, it can be thought of as a ‘stable plan of action that | 
continues over an extensive period of time’. It is the end product of philosophy, | 
values, concepts, principles, policies and procedures. lt 
Vision: It is the category of intensions that are broad, all inclusive and forward | 
thinking. It describes aspirations for the future. It does not specify the means | 


that are used to achieve the desired ends. It must be inspirational. Visions 
often unwritten. It must be communicated. 


REVIEW QUESTIONS SiS 


1, Explain the nature of planning. Is planning different from decision making? 
9, Discuss how policies and procedures of an organization influence planning. 


3, How do we set the planning premises? How does forecasting help in setting the 
planning premises? 


4. ‘Planning is an important strategic function’ - Discuss. 

5, Explain important qualitative and quantitative decision-making tools. 

6. Explain the importance of Delphi Technique. Do you think this method ensures a 
‘consensus forecast? If yes, why? If no, what alternative method you suggest? 

7. In what way MAD, MSE or Bias analysis helps us to evaluate a forecast? Which 
one you feel is more effective? 

g, Explain the importance of Causal-Effect Models in forecasting sales of a Fast Food 
Centre? | 

9. In what way Exponential Smoothing is a better alternative than Moving Average 
Method in long-range forecasting? 


10. ABC Corporation has experienced a steady growth in annual sales in its seven- 
year history. The firm has traditionally used a three-year moving average to predict 
sales for the coming year. The newly appointed CEO of the company feels that a 
simple three-year moving average is too unrealistic and results in extremely poor 
sales forecasts since inaccuracies in forecast may affect many important managerial 
decisions. The CEO of the organization has asked you to determine the best time- 
series technique for estimating sales by comparing: 


e A weighted seven-year moving average using the following weights: .1, .1, .2, 
.2, 2, 3, 3 respectively, from the oldest to the most recent year 


¢ A-simple exponential smoothing model using an alpha of 0.35 


e Assume a 1997-sales forecast of Rs 3,05,000 and forecast for subsequent years 
are annual sales of previous years 


Which forecasting method and why (three-year moving average, seven-year moving 
average or exponential) would you recommend for this historical data)? 


Annual Sales and Forecast Data 
Year Rs Sales 

1997 3,05,000 

1998 3,28,000 

1999 3,45,000 

2000 3,70,000. 





































(Continued) 
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2001 3,87,000 | | 
2002 4,04,000 
2003 4,05,000 ; 
1l. Differentiate between the following: . 
(a) Planning and Decision Making 
(b) Planning and Forecasting 
(c) Planning and Strategy Formulation 
(d) MIS and DSS 
(e) Planning and Budgeting 4 
12. What are the limitations of planning? Do you think planning is still necessary despite 
its serious limitations? | 
13. What are the implications of policies and producers on strategies? |i 
14. Short Notes: 
(a) Vision and Mission 
(b) Strategic Control 
(c) Grand Strategies 
(d) Strategy and Action Plan 
(e) Operation Strategy Factors 











LEARNING OBJEcTives 
7 After reading this chapter, a student would be able to: 


know the methods and process of organizing 


understand various types and forms of organizational structure 
e discuss line and staff management issues 
understand the process of delegation of authority 


# know the issues regarding centralization and decentralization 
_@ decide on span of management 


a , “7 
ee ee ee 


REFERENCES se EeEeEoEoEaEaEaB)9B]BUyaE——— 


ow e s . - 
1. Bhattacharyya, Dipak Kumar. 2005. Business Management. Kolkata: Santra understand systems view of organization 





Publications. : _ © - get familiar with organizational structure and its relationships with 
9. Drucker, Peter. 1954. Practice of Management. New York: HarperCollins the systems 

aera | aa e know various principles of systems 
3. Dale. Emest. 1965. Management Theory and Practice. New York: McGraw — 

nate . e understand open systems approach in organization 


4. Massie, Joseph L.1987. Essentials of Management. New Jersey: Prentice-Hall. _ 
5. Koontz, H. 1961. The Management Theory Jungle’. Academy of Management Jo 7 


4(3): 174-88. INTRODUCTION 


o exploit the resources available in the organization in the right 

way, as per the plan, a manager has to design and pattern 
work effectively. Such initiative of the manager creates appropriate 
conditions for the people in the organization to work in a manner, 
which helps to achieve the intended goals and objectives. Pulling 
together resources and people and making all understand the 
importance of cooperation to accomplish a job are the functions 
of organizing. While planning decides what to do, organizing 
focuses on how to do it by properly forming groups. Therefore, 
like planning, organizing is also another important function of - 
management. The behavioural scientists and the sociologist view 
organization as comprising human relationships in-group activities. 
In operational sense, however, organization can be considered as 
consisting of division of work among people and, coordination of 
their activities towards some common objectives. 


Organizational structure helps us to determine the authority 
relationships among the members of organization, and hence 
it influences the behaviour of individuals, groups and divisions 
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within an organization. Among others, the structure of an organization affects the 
division of tasks, communication systems, decision-making patterns and final} 
the way how people relate to each other. Global competition now requires man 
organizations to redefine their structure and even to relocate, taking advantg 4 
of the state of art technology and communication support. With reduced trade 
- barriers under the WTO regime, presence in the global market is now the first 
priority for many organizations. Proximity to market, 24 x 7 customers Support 
and economy of scale in operations, led many organizations to redefine they 
structure. Even the global majors like IBM, Ford, DuPont, Siemens, etc., are 
spreading their organization structures internationally. Global competition hag 
also accentuated organizational turbulence, which always prompt organizationg 
to revisit their structure and people relationship. Use of e-commerce, knowledge 
and information, workplace diversity and ethical issues are also prompting 
organizations to revisit their established process and systems and restructure 


every time to remain up to date. 


DEFINITIONS OF ORGANIZING 


According to Stephen P. Robbins and Mary Coulter (2002), organizing means 
‘determining what tasks are to be done, who is to do them, how the tasks are to 
be grouped, who reports to whom, and where decisions are to be made’. L.A. Allen 
(1958), on the other hand, defined organizing as ‘the process of identifying and 
grouping the work to be performed, defining and delegating responsibility and 
authority, and establishing relationships for the purpose of enabling people to 
work most effectively together in accomplishing objectives’. Alvin Brown (1945) 
defined organizing as ‘the part each member of an enterprise is expected to 
perform and the relations between such members, to the end that their concerted 
endeavour shall be most effective for the purpose of the enterprise’. Koontz and 
O'Donnell considered organizing as ‘the establishment of authority relationships 
with provision for co-ordination between them, both vertically and horizontally in 
the enterprise structure’. Organization is essentially a formal structure of people, 
which is set up to achieve some defined goals. A business unit or a manufacturing 
unit may be termed as a business organization or a manufacturing organization, 
because these are essentially formal structures of persons, who strive to achieve 

some defined goals. 
It is evident from the definitions that different authorities have used the term 


organizing in different ways. Most commonly used terms with regard to organizing 


are as follows: 
purpose. aj 
¢ It is an entity, a unit or an establishment, which utilizes resources to 
achieve some common purpose. ) * 
¢ It shows a structure of relationship in an enterprise 
¢ It is a process, which facilitates relating of tasks and facilities of people 
working in an enterprise, to achieve intended goals. | 


e Organization is a group of people who are organized to achieve a co on | 


be defined in the following ways: ¢ 
° It is grouping of activities . - 


According to Arthur Young, the inventor and the philosopher, organizing cay 





wy + 


Organizing 


1, establishes authority and responsibil 
1t describes working relationships 
can also define organization, or 


ity 


achieve intended goals. Organizational Structure, on the other hand, is the 
come of organizing process. It is a framework of decision-making authority, 


to 


out y ' 
.e., a system of relationships, which govern the activities of the people working in 


organization to achieve some intended goals. In fact, all these principles have 


the nn 
rged from our listed definitions of organization, given by various authorities. 


eme 
BASIC ORGANIZING PRINCIPLES 


Due to the diversity in managerial Style, there exists no universal principles of 
organizing. However, following principles are Widely followed while organizing: 

1. Every person should be immediately accountable to one superior only 
and not several superiors. This ‘does not mean that work cannot be 
performed when direction comes from several superiors, but in such 
cases subordinates get confused and ultimately it defeats the purpose 
of achieving the common goals. It is always better to organize the people 
in such a way that there is only one superior who can give orders and 
to whom the subordinates are ultimately responsible. 

2. Authority should be granted to match responsibility. If this is not done, 
it often leads to a decline of initiative in the subordinates. 

3. The span of control should be appropriate to the circumstances, so that 
it is neither too wide nor too narrow. | 

4. Best use should be made of specialization. 

9. Number of levels of management should be kept as low as possible. 
Too many levels lead to bureaucracy and to distortion or loss of 
communication. 

6. Degree of centralization should be appropriate. Too much of centralization 
again may Jead to delay in taking decisions and their implementation. 
This cripples organizations as they fail to respond quickly to both internal 
and external changes. - 

7. There should be equitable distribution of work, both in terms of variety 
and volume. 

8. Maximum use should be made of the abilities of the staff in the distribution 
of duties and responsibilities. 

9. There should be some definition of duties, authority and responsibility; 

otherwise it may lead to ‘empire building’. 
Organization should be flexible enough to accommodate change, cutting 
across the hierarchical barriers. Too much rigidity may weaken the 


competitive strength of an organization. 


10, 
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HUMAN FACTORS IN ORGANIZING 


Many modern authors stress the need to look at the human factors in an organization J) 


since these factors are certainly as important as the formal factors. Although there 
is no empirical evidence to justify such views, still many organizations emphasize 
these points. This includes factors like grouping of male and — employees, 
grouping of employees as per age group, marital status, race, re — etc. It fs 
suggested to maintain equilibrium to the extent it is possible consi ering these 
factors, while grouping the functions of an organization. However, it may be 
difficult for a relatively small organization to maintain such equilibrium. In such 
cases, better coordination plays an effective role. 


IMPORTANT STEPS IN ORGANIZING 


Following the important principles of organizing, we can enumerate the important 
steps in organizing as under: ; 
5 —s and grouping of activities of the enterprise consistent with 
its objectives. | 
2. _ Assignment of activities to different executives. 
3. Delegation of authority and placing of responsibility for carrying out the 
. assigned duties. 
4. Making provision for effective coordination between the employees and 
establishment of definite lines or supervision. 


IMPORTANCE AND BENEFITS OF ORGANIZING FUNCTION. 


Sound organization facilitates management process, encourages growth and 
diversification, provides for optimum use of technological improvements and 
promotes humane use of human skills and stimulates creativity. | 


Facilitating Management 


A properly designed organization facilitates both management and operation of 
the enterprise. Management work takes place with certainty and continuity only 
if appropriate functional groups are provided to help managers. The grouping and 
arrangement of activities directly affect operating results. If the important activities 
are overlooked or subordinated, the results would be detrimental. Successful 
managers always try to develop good structures by organization analysis. 


Encouraging Growth 


The organizational structure is the framework within which an enterprise grows. 
This requires a flexible structure where changes may be incorporated. Moreover, 
sound structure facilitates growth by increasing the efficiency. 


4 


Optimum Use of Technological Lmprovement I 


The advantages of new technological improvements can be best realized by 
having a suitable organizational structure. The use of computer involves costs” 


but it processes the information very quickly. Hence, it requires a particulal” 
organizational structure. | 














Organizing 


“6 praging human use of human beings 


referred to as providing psycholo 
tion. An individual contributes his 


qn 
deri Satisfaction from his work, his relationsh 
one © vorking environment. In a workplace TES MOnS pS 
on ie through good staehietinne : Provision of psychological satisfaction 
p 


Structure. : 
: — in developing people by creatin e. The organizational structure 
ais 
avenues: 
gee lating Creativity 
ization based on specializatj , 

sound orgatlee’- on stimulates creative thinking and 
jtiative py providing well-defined area of work with provision of development of 

— and improved ways of working. 
n 
Coordination and Control 


it facilitates coordination and control in the enterprise. 


TYPES OF ORGANIZATION 


es of organization vary from one organization to another. What may be 
successful in one case, may not work well in another case. There are number of 
approaches for classification of organizational types. Following different approaches, 
we can have a closed system and also an open system of organization. In a closed 
system of organization, ‘interacting elements operate without any exchange with the 
environment.’ It means such organization require no inputs (human, knowledge, 
informational or technological) from the external environment in which it operates. 
Primary characteristics of such organization are that it is perfectly deterministic 
and there is no exchange between the system and the external environment. 
However, today no organization can truly be closed; hence, totally closed systems 
of organization exists only in theory. 

Open system of organization stresses on the need for flexibility and adaptability 
in the organizational structure and also the need for interdependence of the 
organization with its external environment. Louis E. Boone and David L. Kurtz 
(1992) defined open system of organization as ‘a set of elements that interact 


with each other and the environment and whose structure evolves over time as 
a result of interaction.’ 


Yet in another way, organizations can be classified as formal and informal. A 
formal organization is a group of people working together cooperatively under an 
authority towards goals that mutually benefit the employees and the organization. 
In formal organizations, jobs are well defined with definite measure of authority, 
Tesponsibility and accountability. Informal organization, on the other hand, is a 
hetwork of personal and social relations, which arise spontaneously as people 
associate with one another. It lays emphasis on people and their relationships. 
In contrast, formal organization puts emphasis on official positions in terms of 
authority, responsibility and accountability. Informal organizations, therefore, may 
°r may not support the formal goals and objectives. This, therefore, requires the 
manager to understand and recognize the informal relationships and integrate 
oth forms of organization to achieve the intended goals. 
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So far we have discussed organizational types, broadly categorizing them 
d open organizations; and formal and informa| 


in two perspectives—closed an 
organizations. However, modern organization theories put emphasis on various 
other types also, which organizational structure have been discussed in the 


explanation of organizational struc 


THEORIES OF ORGANIZATION | ze 


s of organization from an historical perspective, we c 
three major heads as under: | 


ture. 


j e . 
| stuadutes: 3 
lg The system is goal oriented 


The whole is more than the sum of all parts in a syste 
™m 


A system is engaged in processin 
3, att 8 or transformation of inputs into 
Various components of a system ar 
A, ve -doeyrintevact with each other € interrelated and interdependent, 
_ Asystem acts upon its environment 
5 F reoutact and is also acted upon by the 
Therefore, an organization is considered as a system, as it draws input from 
e environment and also with other resource inputs like men, materials, machines. 
and knowledge. An organization then processes these inputs and gets the output 
i.e., the end product or services. Finally, with the feedback in its loop, it again tries 
+o adjust with the environmental requirements. Systems approach in managing 
organization is followed primarily for following reasons: 
1. It lays emphasis on the dynamic character of business, considering it as 


If we study the theorie 
group the theories into 
e Classical theory 
e  Neo-classical theory 
e Systems theory © 
The classical school of thoughts wa 
of organization, i.e., in one way their approach 
which in reality interact with the organization. The neo-classical approach is the 
process of relating psychological variables of people. It gives to some extent thought 
to the social aspects, if not directly, at least indirectly. The systems approach, in 
particular, study an organization from macro perspective. This approach ultimately 
recognizes that organization, in reality, is a dynamic process and exists only to 
be interacting with environment. ry 


s mostly concerned with the micro aspects 
es were divorced from societal issues, 





| ‘ 
| 


Systems View of an Organization 


Asystem is a collection of parts (or sub-systems), which is integrated to accomplish 
an overall goal of an organization. Systems have inputs, processes, outputs and 
outcomes, with ongoing feedback among these various parts. If one part of the 
system is removed, the nature of the system is changed. Systems range from very 
simple to very complex. Social systems are comprised of numerous sub-systems, as 
well. These sub-systems are arranged in hierarchies and integrated to accomplish 
the overall goal of the overall system. Each sub-system has its own boundaries 
of sorts and includes various inputs, processes, outputs and outcomes geared to 
accomplish an overall goal for the sub-system. \y 
Any organization can be viewed as a system since an organization is a unitary 
whole. It consists of arrangement of activities to achieve its objectives. A system is 
an arrangement of activities designed to get something done. The systems approach 
studies the entire arrangement rather than a single sub-set of organizational 
activities. It considers an organization in its totality. ‘ 
Systems theory has brought a new perspective for managers to interpret 
patterns and events in their organizations. In the past, managers typically used to 
focus on one part at a time. The problem with that process was that an organization 
could, for example, have wonderful departments that operate well by themselves, 
but they might not integrate well together. Consequently, the organization suffers 
as a whole. - 
. Now, more managers are recognizing the various parts of the organization and, 
in particular, the interrelations of the parts, e.g., the coordination of central offices 
with other departments, engineering with manufacturing, supervisors with workel s, | 
etc. Managers focus more attention on matters of ongoing organization and feedbac ke 
They diagnose problems, not by examining what appear to be separate pieces of 




























a living organism 
9. It focuses on the interrelationship between business and the 
environment - ‘i | 
3. Itstresses on the changing environment and accordingly adjusts through 
managing the change : 
4, It provides information inputs for decision making and managerial 
control — | 
5. It guides formulation of business objectives, which are sustainable, keeping 
pace with the environment 
6. It subsumes organization as a whole, considering each unit or department 
of an organization as a part or sub-system. These sub-systems are both 
interrelated and interdependent 
7. Finally, it frames an integrated structure, incorporating each sub-system 
as the part of the total system 
Concept of systems in organization, primarily, emerged for the interconnectedness 
: phenomena, which could be external or internal to the organizations. With 
peas approach, an organization can manage the process of transformation 
‘sa inputs to outputs. Although systems approach to organization has many 
‘ae we are primarily concerned with the organizational structure part, 
ich is better understood once we view an organization holistically. 


O a 
"Sanizational Structure and Systems 


A . 
Nees e of an organization illustrates the form of an org 
'ganization is evident from the way various divisions, de 


anization. The form of 
partments, functions 
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and people are linked together and interact. Traditionally, an organizationay 
structure shows vertical operational responsibilities with horizontal linkages 
and is represented by an organization chart. The structure of an organization 
d geographical dispersion. Vertical representation of 


Organizing 


S 
wpich ! “Mintzberg believed, that an org and then achieves coordination among 


onents of Organizational Structure 


size an ani ? 
- ae random is synonymous to Max Weber's theory of bureaucracy, (nem tems and relationships, he suggesteq an eer ga em a 
ernie fi s. in complex business environment, we find more modern fof" clow Seebenients, BS lnsteated in: the 
nowadays, : ; 
em uf oman structure like flat, networked, matrix and even virtua) ngure 


organizations. Changing business environment, not only og mene change 
in reporting relationships and corresponding changes ee — ure in an 
organization, it also necessitates periodic organizational a ~ : San 
downsizing, job compositional shift and making the need Jor Liem es a the 
superior redundant. Thus, organizational structure refers “s pat = ed Way 
of grouping people and jobs in an organization. Although sien ae ore at 
structure’ and ‘organizational design’ are used interchangea =A ite onal 
design, per se, is a set of managerial decisions and structural eleme O effect 
change in the organizational structure. 


tit My, 
4, 
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ORGANIZATIONAL STRUCTURE 


Organization as a structure is a particular system of arrangements, pattern of 
network relations between various positions in an enterprise. It is c aracterized 
by activity-authority relationship. The structure is not accidental. The key 
executives determine the structure creating relationships and defining the exercise 
of authority. . 
The organization chart is a useful static model of this formal structure. As 
organization is a system of human relationships, social system or a total system 
comprising a number of interacting sub-systems, it is essential for the organizer 
" to take into account the mechanistic and humanistic points while designing the- 
structure. It should be so structured that personnel encounter minimum obstacles 
and that individuals derive maximum satisfaction while striving for accomplishment 
of departmental or enterprise objectives within the environment furnished by it. 
Therefore, the organizational structure is a means to an end of business 
performance and results. It should be designed such so as to help accomplish 
business objectives. Peter F. Drucker (1954) suggested three ways of discovering 
the kind of structure needed to attain objectives: 7 
e Activity Analysis 
e . Decision Analysis 


operating core 
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Figure 3.1: Components of Organizational Structure 


Source: Organizational Configurations (Mintzberg), downloaded from 
http://www. 12manage.com/methods_mintzberg_configurations.html. 


People in the operating core part of am organization are involved in the 
production of goods and services. The strategic apex part of an organization is 
involved with controlling. The middle line managers align strategic apex with the 
operating core. People at the techno-structure core, design, plan, change or train 

@ Relation Analysis the operating core. The support staff provides support to the organization, which 
Dnucker has criticized the traditional approach of classifying business functions is outside the operating core. Finally, ideology is the traditions and beliefs that 
into the categories of production, marketing, etc. He has emphasized the need make one organization distinctly different from another. : 
for analysing each of these functions into so many activities and knowing thei : 
contribution in attaining the objectives of the business. a 
There is another way of looking at objectives in relation to organization. Some 
writers describe organization as a type of ‘open system’ constantly interacting with 
the environment for its survival and growth. The organization receives input from 
its environment. The organization as an open system must, therefore, define its” 
objectives in relation to environment and constantly adapt to changes. _ 


Types of Organizational Structure . | 
Organizational structure helps us to determine the authority relationships among the 
members of an organization, and hence it influences the behaviour of individuals, | 
gtoups and divisions within the organizations. Among others, the structure of | 
an organization affects: the division of tasks, communication systems, decision- | 
Making patterns and finally the way how people relate to each other. Depending 


a 


| 
| 
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on the specific nature of the firm, organizational s 
or open, Reentry? various components of organizational structure, ioe hag 
given us a potential classification of five different types of organizational structureg, 


These are—(i) machine bureaucracy (standardized oo 2) pro 
tive forms (4) simple or entrepre orms 
bureaucracy (3) adhocracy or innovative lo { “pattern of bebaviall 


(5) divisional forms. Each structural form indicates differe 
of the firm. 
Organizational structure that conforms to machine bureaucracy elie 
the standardization of work and centralized decision making. obs arge 
organizations like GM and Ford are examples of machine mange se aaa 
form of structure prescribes limits to behaviour and procedures 4 a ae 
It makes status polarization by maintaining hierarchies and nie S rs heir 
internal and external stakeholders by determining the rigid boun _ etween 
themselves and their stakeholders. Such organizations tend to ; secretive, 
Conservative attitude prevents internal cooperation and discourses eae for 
the people. Such organizations practise so much insularity that me even do not 
allow members of one department to enter another department. Ihey promote 
competition and non-collaboration among employees. . 

In organizations that subscribe to the professional bureaucracy avoid EXCESSive 
formalizations. Such organizations are managed by professional people and here 
the employees enjoy a high degree of functional autonomy and experience lesser 
control than in the organizations conforming to machine bureaucracy. They fee] 
empowered even to cope with the external eventualities that the organization 
faces. Being open and cooperative, this type of organizations promote learning 
environment, support competency development and truly transform the employees 
to good performers. 

"The third form of organizational structure, known as innovative or adhocracy 

| structure, relates organization to the culture. These organizations puts emphasis 

on developing their distinctive corporate culture. Characteristically, organizations 

! with innovative or adhocracy structure decentralize their decision-making process 

| and promote open communication, discussion, negotiation and interaction among 

| people and divisions. According to Mintzberg, such firms demonstrate alliance- 
building behaviour. 

The entrepreneurial form of organizational structure is simple, since a single 
person (usually the entrepreneur himself/herself) directs the activities of the 
firm. The major advantage of this form of organizational structure is that it 
can quickly build trust and can quickly change the existing norms, when such 
norms are incompatible. However, when relationships are not built on trust, such 
organizations may demonstrate a great amount of instability. 2 

The fifth and the final type of organizational structure is the divisional form 
Such form or organizational structure focuses on autonomous divisions, which, 
however, may not always imply decentralization of decision-making power. Often, 


this form of organizational structure sparks intra-unit fighting and generates 
cowboy mentality. 4 


tructures may be standardizeg 


ar ore organic structure 

Less formalization of behaviour 
specialization-based formal training 
encouragement of mutual adjustment 
Low standardization of procedures 
Roles are not clearly defined 

Selective decentralization 


, Work of the organization rests on specialized team; hence, they become 
the power centre 

Horizontal job specialization 

High cost of communication 


. Culture based on democratic and non-bureaucratic work 
.  Cross-departmental task forces 


In adhocracy form of organizations, hierarchical barrier being absent, people 


across the functions get authority to make decisions and take actions concerning 
organizational interests. 


The structure of any organization facilitates achievement of organizational 
goals and objectives. Hence, decisions on the type of organizational structure are 
very important. The most common type of organizational structure is bureaucracy. 
However, the bureaucratic model in itself is not an organizational structure; it 
can only provide hypothetical guidelines to create own business design, more of 
a blue print type and descriptive in nature. Thus, bureaucracy, per se, is not the 
final product. Adhocracy, on the other hand, is a structural system that does not 
consider traditional ways of bureaucracy, i.e., minus formal rules and regulations. 
It is flexible and quickly adaptive to the dynamic environmental changes. 


Both the structural systems have their advantages and disadvantages. Each 
deals with situations differently. Bureaucracy is mechanical. It approaches 
problems systematically through predetermined guidelines. Adhocracy, on the other 
hand, challenges problems with a more flexible approach to ultimately achieve the 
final goals. Organizations with adhocracy structure can respond to the changes 
quickly, but bureaucratic organizations need time to respond to change, they 
= more rigid about procedural norms. Again in adhocracy, conflict and group 
F ry may be more, whereas, in bureaucracy such occurrences are less since 

“rpersonal relationships are more formal and the entire system is regimented. 
inet we cannot say that a particular system is good or bad. Whether an 
at ‘ation is functioning well or otherwise, it generally depends on the nature 
ith ype of the activities of the organizations. The latter may be the right-fit to 

Cr both adhocracy and bureaucracy. 










Adhocracy and Bureaucracy 


To understand adhocracy, let us first understand its literal meaning. The wol 
ad-hoc’ means ‘for purpose’ and the suffix ‘cracy’ means to crack down. It is anton 
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Developing an Organizational Structure or Design 


or reorganizing an existing one cajj 
d principles of the organization 
the best organization structure 
ffective in achieving 


Designing a new organizational structure 
for careful consideration of current practices an 
There are no such rules as to which will lead to 
But the following steps in designing or reorganizing are more € 
enterprise objectives: 


Clear Definition of Objectives 
The first step is to lay down objectives in very clear terms. 
determining the type, stability and basic characteristics of the organization, 


Identifying the 
The next important step is enumeration of activi 
objectives, their grouping in a systematic manner, 
activities to personnel and providing for their c 
similar functions should be combined into one position. 


Determine the Structure 
The organizer has to decide about the span of supervision, types of organization, 
basis of departmentalization and the pattern of authority structure. 


Revise the System on the Basts of Assessment of Personnel and Funds 
The last step is to assess the capacities and abilities of the people available to 
man different positions in the organization along with other resources at the 
disposal of the enterprise. The ideal organization should then be adapted to fit in 
the reality of the situation. | — 

These are the general guidelines to be followed. Each enterprise should be 
viewed as a separate case and should be developed accordingly. It is unwise to 
follow a particular structural form simply because 
















that proved more effective in 
one instance. Local conditions, business objectives and policies, scale of operation 
nature of work and above all, character and abilities of personnel available are 
important factors to be considered while developing an organizational structure, 


ORGANIZATIONAL EFFECTIVENESS AND 
ORGANIZATIONAL STRUCTURE a 7 


Before we define organizational effectiveness, let us first understand the term 
‘effectiveness’. Effectiveness is the extent of an activity that helps in achieving the 
long-term goals. Since we measure effectiveness for specific activities, we can say 
that the activity-specific effectiveness is the outcome that supports the broader 
goals of an organization. To measure the effectiveness, we can use both the 


This will help in | 


Activities and Grouping Them into Convenient Classes 
ties necessary to achieve the | 
assignment of such groups of | 
oordination. Subject to possibility | 





0 rganizational effe g al 

Th on Ps eaelondanitn a refers to the corporat ee 

iha roduc results of an or tora € management systems 

organ ational structure helps in achieving Dtigantivatis pe pnt an effective 
ectiveness 


jgational structure should not be static. An enterprise operates under a highly 


cal, social, political and economic setting in 


principles of Departmentalization 


pifferent reasons of grouping the activities provide only the general Whil 
rouping, the manager must consider the ncieenlinges an fiecieleees of iach 

method of 2 eemeremareg along with the basic factors involved in grouping 

activities of the enterprise. After such evaluation only one should contemplate 


on determining the kind of composite departmental 
requirements of the organization. structure best suited to the 


Basic factors in grouping activities are: 
Specialization 


The organization structure should divide and group the activities of the concern 
in such a way that similar and allied activities are, in all occasion, put under one 
department. Specialization leads to better productivity with the same effort 


‘Control 
Departmentalization should be such as to facilitate control. 
Coordination 


If objectives are to be accomplished effectively, departmentalization should not 
only facilitate control but also help in coordination. eT 


Balance 


Departmentalization should also allow adequate attention to be paid to each of 


the functions of the enterprise so that different activities are properly balanced. 


qualitative and quantitative tools. Behavioural parameters like values, atti udes,, Avoidance of Duplication of Sections 












skills and behaviour are measured using qualitative tools. Value and vo ume 
of output changes, customer satisfaction, changes in the profitability, cco 
measured using quantitative tools. ) = | 

Organizational effectiveness is the extent to which the organization, as a whole 
achieves its goals optimizing its resources. It depends on the degree of interpeé sont 


skills, positive attitudes, technical competencies, small group activities, etc., whic! 


Departmentalization. should as far as possible, avoid duplication of sections. 
Human Side _ ; 


The Process of departmentalization should not overlook the human side of the 


or, 
P ganization. Impact of the structure upon human factors should be given due 
Onsideration, 





Scanned with CamScanner 





A Industrial Management 


Reduction of Cost 


Activities should also be grouped in the manner that would best contribute to the 
achievement of enterprise objectives and reduction of its cost. 


Recognition of Local Conditions 


Pattern of grouping should be evolved in such a way that local conditions ar, 


given due recognition. 


Apart from those listed above, following principles should also be given dys} 
consideration according to the necessity in departmentalizing of activities 9, : 


. functions: . 
(i) Ease of direction 
(ii) Flexibility 
~ (ii} Optimum utilization of manpower 
(iv) Opportunities for the application of individual talents 
(vy) Uniform and consistent policy of operation 
(vi) Functional efficiency in production, distribution and finance 
(vil) Clear and comprehensive channels of communication 
(viii) Contribution to the survival and prosperity of the business 


Process of Departmentalization 


Process of departmentalization may be divided into foliowing three stages: — 
1. Primary departmentalization , which is achieved by initial break-up of 
functions into basic activities 
2. Intermediate departmentalization , which is done by creating departments 
in the middle levels of the organization . i 
3. Ultimate departmentalization , which is accomplished by dividing activities 
into separate units at the lower levels 
Based on the prevalent practices, an organizational structure can be framed 
through following four major types: 
1. Functional structure 





2. Divisional structure , Ua 
3. Hybrid structure Bi 
4. 


Matrix structure 3 


Patterns Used in Departmentalization eo 
The most common patterns used in departmentalization are grouping by functior S, 
products, territories, processes and customers or by time. Apart from thesé 
departmentalization by simple number of people was an important method | n the 
organization of tribes and armies. a 


Departmentalization by Functions 


It refers to grouping of activities of the enterprise into major functional departm an s. 
The functions are usually classified into production, selling and financing. Th 


other commonly recognized functions requiring separate groupings are buyillb 
a 


- having both institutional and retail sales. 













into administrative units the most widely used basis for groupin 
S and t grouping 


h 
acl ic levels or the other. An illustratio DOF fag nd in almost every enterprise 
ql $0 ws’ n of functional organizational structure 
\s as follo : 
President 
eynctional Structure 






Operations Vice 
_ President 





Finance Vice 





President 









Manager Manager 
Business 


Development 


Institutional 





_ Figure 3.2: Functional Organizational Structure 


This is a hypothetical organizational structure of a mu 


Iti-product company 


Advantages 


(a) Functional departmentalization in an enterprise represents a very natural 
and logical way of grouping different activities of the enterprise. 

(b) Such grouping ensures specialization. By concentrating on similar group 
of activities, specialized: knowledge and skill are acquired, which can 
be utilized for the efficient running of the departments. This leads to 
economy in operations and efficiency in the use of manpower and other 
resources. 

(c) It facilitates coordination within the employees of a particular function. It 
is easier for a manager in-charge of a particular function to synchronize 
activities and unify efforts of personnel engaged in that particular function 
than to coordinate activities pertaining to different functions. 

(d) Direct and adequate attention to the basic activities guarantees the 
availability and effective utilization of outstanding abilities. 

(ce) Functional departmentalization is a time-proven method and can easily 
be justified by the management. | 


Disadvantages 


(a) Centralization tends to become excessive and thereby. causes delay in 
decision making and flow of information. Decision on problems covering 
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be made at the top of the organization 


two or more functions can only seni 
However, in the communication process of the same to the bottom of the 
organization pyramid decision making and its implementation 1s furthe, 


delayed. 

(b) Functional departmentalization tends to make the functional executives go 
much conscious of their respective functional areas that the anor aS a 
whole, very often remains out of the sight of those ee mee Ms aa results 

mphasizing the mission o! Me Se an 
in consumption of time in emp g nas more dificatl d 


makes coordination between different functional ar 
anized, does not offer a good training 


c) Acompany, which is functionally org : 
. i for ected to be experting in more than ong 

particular function more often becomes | 
at particular function alone and get, | 


ground for managers who are exp 
function. A manager supervising a 
an expert in handling problems of th 
no hand-on knowledge of other functions. 
Departmentalization by Product or Services 
When activities associated with each product or group 0 
are combined into relatively autonomous and integrated un ) 
framework of the company, such an organization is said to have product 
departmentalization . Under this arrangement, an executive is put in charge of all 
the activities relating to a product or product line and enjoys extensive authority 
over production, sales, development, service and other functions pertaining to 
that particular product. Place or location of product unit is irrelevant here. We 
have illustrated a process-centric divisional structure of a Tea manufacturing 


company as follows: 
Divisional Structure 
Vice President Vice President 
Process Garden 


Manager 


Drying and 
Grading 


f closely related products 


Vice President 
Tea Tasting 


Vice President 
Tea Packaging | 


Manager 
Export 


Manager 


Manager 
Blending 


Withering 





Figure 3.3: Divisional Organizational Structure 


Advantages 
Product or process departmentalization enjoys the advantage of specié ized 


product knowledge and promotes coordination of different activities connected 
: 


with a particular product. Since, the responsibility for the result of each produtt 


; 
| 
| 


its within the Overall] | 















antages 


pisadt 
ct or process departmentalizat; | 
produ on can, at times, lead to difficulties in 


coor 
t, may well be prompt 
artmen ‘4 Prompted to acquire more power for himself. However, 


the duplication of centralized services and staff activities. At the top management 
jevel, it can also create a problem of control for obvious difficulty in monitorin 
a activities of ee aes Fi aeons Decision-making problems may ie 
pe faced by such organizations because top management 

be i on-making powers the tineiees reas may not like to delegate 


Departmentalization by Locations or Territories 


Sometimes activities of an enterprise are physically or geographically dispersed 
in the interest of efficiency and €conomy in operations and this requires local 
administration to look after the geographically dispersed units. Such an organization 
is viewed as territorial departmentalization . Koontz and O'Donnell have mentioned 
two valid reasons favouring territorial departmentalization : 

(a) To avoid absenteeism, managers must not ignore local factors, as many 

local issues may be responsible for the absenteeism 

(b) To take advantage of certain economies of localized operation 

Grouping by locations signifies adaptation to local needs and this facilitates 
eenniept actions. Activities within the scope of one’s area or authority can be 
more eilectively coordinated and controlled. Such departmentalization also offers 
opportunity to the top management to allow employees to gain experience with 


minimum of risks to the firm. However, communication gap, delay in decision, 


etc., are its major disadvantages. 


Departmentalization by Time | 


“a. 1 extend far beyond the normal work period of an individual, 
4 a ‘ be spread over certain shifts. Such a grouping is frequently termed 
4 mentalization by time. It is a normal practice in enterprises who are 
Bthen ln continuous processes, e.g., public utilities, restaurants and many 

Ss. Units so created on time basis, perform similar operations. Problems are 


Cluster 

_ ed round to the extent of each shift and shall be self contained. Also, the 

ap nships between specialized activities in normal times and during extra hours . 

fin © synchronized. Grouping by time is more common with the production 
Clion of an enterprise. 


Pd 
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Departmentalization by Process and Equipment 


Activities may aiso be grouped into different departm healt 
process involved or equipment used. Such a grouping is usually oe oe i in 

manufacturing concern. Thus, a cotton textile unit may have ne € UNIS for 
spinning, weaving, dyeing, inspection and shipping. Better ae S a 
use of equipment. specialization and avoidance of duplication of Inve ‘at are 
the important contribution of such departmentalization. In this Se Ane We 
follow the same pattern of departmentalization, as illustrated in the divisiona) 


structure. 


ents on the basis of 


Grouping by Customers 
This type of departmentalization is more popular in sales activities of en ae 
This pattern is usually followed when paramount interest is required | a © shown 
in the welfare and interest of the customers. Customers may be class ied on the 
basis of age, sex, income and taste. Customer departmentalization assuresinn 
attention to the different customer groups. It helps enhancing company's image 
and goodwill. Since, customers are divided into identifiable groups the pattern 
permits the use of specialized knowledge for each of such groups. 


. Hybrid Structure 


This structure is a form of departmentalization, which combines both functional 
and divisional structure. Particularly large organizations adopt this structure to gain 
the advantages of both functional and divisional structures. Functional structure 
gives the benefits of economies of scale, in-depth expertise and resource utilization 
efficiencies. whereas. divisional structure gives the benefits of specialization of 
products, services and markets. In India, the most of the public sector units and 
departmental undertaking like railways, etc., follow this structure. A typical hybrid 
structure of an organization is illustrated below: 


Functional Structure 
, ; Vice President Vice President Vice President — 
LS ee Marketing Finance Materials | 
on 


Product Stmucture a ' 


Vice President Vice President ¢ | , 
CTV Washing Machine P 


Figure 3.4: Hybrid Organizational Structure 


Vice President 
Refrigerator 


sz 
* 


" 


Hybrid structure gives the benefit of specialized expertise and economié 
of scale in prime functional areas. It facilitates adaptability and flexibility @ 










Organizing 


auing diverse product or service lines, t 
jan 


| nt of divisional and corporate goal 


; nctional de * . ; 
Th} partment is time consuming, 
which further creates organizationa} imbalance, . 
atrix Structure 


e of departmentalization superim , 
This conships on hierarchical ech EP ace 
re anization or project or produ 
oF fb functional and a divisi 
of ays two chains of comm 
rated below: 


set of divisional reporting 
nctional structure. It is also known as grid 
Sei ido organization. It is a combination 
a Trees rganization at the same time. Therefore, it 

vertical and horizontal. A typical matrix structure 


Vertical Functions 


is jJlust 


Marketing 


Vice + 
President 


Product Line 
Head-1 


Materials 
Management 


President Vice President 


Product Line 
Head-2 
Product Line 
Head-3 
Product Line 
Head-6 


Figure 3.5: Matrix Structure 


Horizontal Product Lines 





Decentralized decision making, better project or product coordination, improved 
“lvironment monitoring and resultant response to change, flexible utilization 
of manpower and other resources (including support services) are some of the 
advantages of matrix structure. On the other hand, this structure requires high 
acministrative costs, creates confusion over authority and responsibility, enhances 
Nterpersonal conflicts and overemphasizes group decision making. 
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Despite potential disadvantages, the matrix structure fs now widely used to 
cope up with the increased environmental pressure and to develop COMPCLItiyg 


strategies. Unless the whole process is efficiently managed, It Is not likely tg 


benefit an organization. 


Recently, we are also observing that organizations 
Strategic Business Units (SBU) or Independent Business 
set up as distinct business units to ensure th 
are promoted as independent business. The Genera 
first time used this method of structuring. We have illustr 


Managing 
Director 


below: 








Vertical Functions 


Marketing HR, 

' Vice Vice 

President President 
Biscuits 
Product * 
Line Head 


Detergent 
Product 
Line Head 


Personal 
Care Product 


Line Head 


Tea Product 
Line Head * - 


Horizontal Product Lines 






Finance 
_ Vice 
President . 


at some pro 









are following the concept 5 
Units (IBU). SBUs/IBUs are 
ducts or product lings 
| Electric Company for the 
ated a SBU structure 


Operations 
Vice, 
President 


Figure 3.6: Organization Structure as per Strategic Business Unit 


Organization Structure in a Globalized World 


For business imperatives, organizations today operate globally. To suit the global 
business requirements, organizations today frame different structures like, global, 
international, multi-domestic,, transnational, informated, cellular and networked, y 
A global organizational structure is not locally responsive; it does not believe in 
optimal sourcing, rather, it concentrates on work activities in one locale, e,, in 
the country of its origin and follows a centralized approach. A global organizatior al 
structure believes in home-based operations, even though it does business globally, 
Strategically, this type of organization offers similar products or services worldy ide, 
irrespective of its acceptance or otherwise in various global markets. An international | 
organization goes beyond home-based operations. They create separate hubs for thell 
various product- or service-mix, locating such hubs in those countries, where te) | 
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ae hubs in different countries work as 
- market. Mult!-domestic organizations 
oa Pproach to customize their operations, 

ere they likely to do business. They go for 


(ollo’ (he countries’ requi 

eee io the {uilrements, 
AP joplnd specific products and service 
dew zations develop blending of the { 
orga ye their locational advantage 


Q 0 yim : 
aurclng: They customize their produ 
<ourc 


soc ume, gain the advantage from their world 
. Zs wand Gamble and NEC are th orldwide centers of operations. Unilever 


(Bartlet ization, maki 
anization, 
; eos ae hers cis extensive use of computers and other related 
suppor — ss arn nl tion and high in IT infusion (Shoshana Zuboff. 
1988). CeHu g ns are characterized by small, autonomous work groups 


ae d SBU 
earlier discusse s or IBUs in a sense that they can operate more independently 


even crossing the boundary of cells. Networked organizations develop active linkage 
petween internal and external organizations to meet the knowledge needs. They are a 
mix of virtualizations and IT infusion and are also active in making strategic “i o 
Many organizations, in order to survive in a diverse global environment, develo a 
corporate culture, which is a learned, shared, relatively enduring sinerdepeatiant 
system of meanings that classify, code, prioritize and justify activities within the 
organization and towards extemal environments it has defined as relevant. 


Virtual or Networked Organizations 


Information systems have now changed the world of business and so also the 
way people work. Traditionally, organizational structures are based on location- 
specific activities and face-to-face communication. With the advancement of 
information systems, organizations now operate in a distributive environment 

with flexibility in the nature and way of work. This is what we call e-organization 
or virtual organization, which does not have a central geographical location 

This organization interacts essentially through computer networks. By nature, 
this type of organization outsources most of their functions, because of their 
borderless operations and market network. Most of the global consulting and 
hi-tech organizations operate creating virtual organization, leveraging the 
information systems. In virtual organizations, which may either be temporary or 
permanent, virtual team and virtual projects are developed. 

| Rosabeth Moss Kanter (2001) mentioned about the radically transformative 
nature of the global network, i.e., the new e-world, which connects every one with 
everyone else. This requires new operating environment, new forms of business, 


Working and organization. To survive in this era of e-revolution, organizations need 


to be innovative, shifting from their traditional hierarchical bureaucratic systems 
a reune Kanter identified four key elements of an effective organizational 
a First, there should be an improved strategy to come out with new 
* “a heen services, followed by the urge to become big through partnerships 
the | ia orations and the urge to operate as integrated communities, removing 
hlernal barriers, Finally, it should become talent dependent or driven. 
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E-organizations have three important characteristic fea 


These are: , encase | 
e Management of production process, cape pometre fos vendor itil 
stock replenishment, payment processing and con and 
production activities through electronic links —. 
$ Management of customer-centric activities, pene a = etin 
selling, processing of customers’ orders and extending support tp 
customers through electronic information systems =n 
e Managing internal processes, encompassing employee Le “ ; training 
information sharing and even recruiting through electronic applications 
Based on this premises, we have illustrated new forms of organizations. 


PART OF THE TOTAL MANAGEMENT TASK ~ 


f management. This 

is closely related to other phases of man 
hee eed ider changes in the organizational structure 
the other tasks of management. In fact, 


changes in organizational structure must be matched by or changgs in 
planning, staffing and controlling the other phases of management. ecomes 
further clear when it is remembered that the process of organizing come life 
only in association with other tasks of management. Thus, the er ay of organizing 
should always be viewed as the part of the total management task. _ 
DELEGATION OF AUTHORITY y 

Authority delegation is the key to organization. In fact, no organization is possible 
without the delegation of authority, because it presumes the non-existence of 
subordinates in the organization and one man doing every thing. While establishing 
organizational structure the manager must plan some group activities, assign them 
to different individuals in the organization and delegate authority necessary for 
the mission of the enterprise. 


their effective and efficient functioning to achieve > enn 
Delegation is thus an essential process indispensable to an organization. The 


principle of span of management also requires authority to be delegated to 
subordinates. It is obvious, therefore, that when the manager delegates authority, 
he creates subordinate positions and thereby makes the organization possible, 
While delegating authority, the manager must know what authority is to be 


delegated and with what limit. No manager can delegate o¢ 
not have nor can he delegate all his authority without sacrificing his position as” 


a manager. 


tures. 


ORGANIZING AS 
Organizing as a functio 
becomes more obvious when we cons 
and project effects of such changes on 


: may bs 


Elements/Features of Authority Delegation ae 


Delegation of authority involves three basic features irrespective of the level at 
which authority are passed on to the subordinates: a 
(i) Assignment of tasks and duties, i.e., indicating what work subordinates’ 
must do A : 
(ii) Granting of authority, i.e., the executive who delegates authority mus! 
transfer sufficient right or permission to the subordinates helping thea 
to accomplish the assigned tasks a 


‘Barrie 





authority, which he does 











Organizing 


creating an obligation, i.e., 0 . 

(iil) - Once duties have been assi 

+ eaten) Tc hee, 2 the accomplishment of tasks Is then 
Aa According to Fayol | 
from the subordinates for accomplishing ps heme ts a =e 


Thus. ae erro obligation constitute three important ingredients 
gation. € aspects are inseparably interrelated and a change 


dele 
| of js bound to call for an adjustment in the others 


jn one 
r to Authority Delegation 
qhe barriers to the delegation of authority are discussed as follows: ° 


om Executives’ Side 


jy There are matiagers who prefer to withhold a larger part of their authority 
under the pretext that even after delegation they still continue to remain 
ecaeenen for the accomplishment of tasks assigned to them. Such 
vchrrnad is self-defeating and causes real obstacles to authority 

(ii) Certain personal attitudes are also important in making real delegation 
Every delegation must involve a degree of authority or discretion The 
decisions of subordinate are not likely to be exactly similar to that of 
the manager who has delegated the authority to him. Hence, a manager 
should be receptive and give other individuals’ ideas a chance. In the 
same way, for making delegation realistic and effective in the true sense, 
the manager must not only be willing to push decision-making power 
down the levels of organizational structure but must be prepared to allow 
others to make mistakes. It is all the more essential that the manager 
must believe and trust his subordinates. 

(iii) Lack of ability to direct well is still another barrier to the successful 
delegation on the part of the top executives. 


Fr 


From Staff Members’ Side 


Sometimes, subordinates are not very comfortable with the idea of being delegated 
a certain part of his superior’s authority. Often it happens that a manager is willing 
to delegate part of his authority, but the subordinate finds it more convenient 
and easy to take dictation and ask the higher-up rather than to involve himself 
in the creative process of decision making. 

Fear of criticism may also deter subordinate from accepting any delegation 
of authority. Lack of confidence is yet another serious problem among the 
subordinates. | 

In addition, a lack of necessary information and resources to do the assigned 
duties also makes the subordinates feel hesitant in accepting delegation. 


Delegation versus Decentralization 


Delegation refers, primarily, to the entrustment of authority and creation’ of 
responsibility from one individual to another. Decentralization applies to a 
Systematic delegation of authority in the wide context of an organization. Delegation 
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ioe to accomplish or implement th 
can take place from one individual to anothe a re set ‘ecntt €m. This principle also h inimiz 
ev" fullest possible delegation is made are" angers of delegating too much or in ple also helps m ing 
zo —— rn ran se hee ne specific kind of authority. the dang adequate authority. 

Oo c c ‘ 
Nate nl on is the result. Delegation fs fro), 


s decentralization ts usually complete en bloc. Delegatig, 





Organizing 


rand can lead toa complete Proceg, 


is the process: decentralizati 
Thus, delegation is the p ation to accomplish the assigned task _ 


erson to person wherea Fol i plig bsolute and j 
i a must where organizational structure is present my cee entralization, eal ee: ie ei one = Subordinate. The chief serie cessiatie 
: , Bt I GECelN tes » CONIrp) tion re e to the B 
be optional. In delegation, control is at the top IE dcleda oard of Directors for mana 
i a decentralized unit. An organization can delegate well without enoy e vision of the whole of the enterprise. If this principl gement and 
dee = ' be totally absent in e onsequences will follow: principle is violated, three 
decentralization. This does not mean decentralization can import ant c Bilas 


organization. It always exists in a large or small degree in all organizations, 
From the organizational point of view, there is no such “ei as absolute 
centralization or delegation. The existence of the former may De conceptually 
possible in a total one-man organization. | 
Delegation involves sharing of either managerial work or operating Work 
between a manager and his subordinates, irrespective of their positions. 
contrast, decentralization is concemed with the sharing of managerial work Only 


between two managers. 


the man is able t | 

(a) If the ager © pass an obligation along with del 

uthority to the subordinates, the G pages GS 
ooh ates, the rule of single chain of command will 


(b) Management at the top shall have 


accountable for the results. great responsibility and yet not be 


(c) When a manager is allowed to delegate even his obligati 
no way of knowing who was accountable for what. gation there will be 


us, when authority is delegat 
a be ee rather, new Seneiinilltes cosy amen ae shes ei — down the 
Principles of Delegation 
To make delegation more effective there are certain important guides, rules g 
principles. These are: | 


Parity of Authority and Responsibility 


Whenever authority is delegated, responsibility steps in and it coexists with the 
authority. A subordinate can be held accountable for the tasks assigned to him 
and the extent of authority delegated to him for their accomplishment. Accordingly 
a sales manager cannot be held responsible for production failures for which he 


was given no authority. Hence, authority and responsibility should relate to the 
same assignment. 


Clarity of Delegation : 
Whether specific or general, written or unwritten, delegation of authority must 
be clear in terms of its contents, functional relations, scope and assignments, 
Ambiguity leads to poor results and tends to make the delegation less effective, 

The principle of clarity of delegation also implies defining in clear terms the 
horizontal and vertical relationships of the position of each subordinate to other 
position in the organization. Every subordinate must know what position in the | 
organizational structure exists at his own level and how his position fits in the 
overall management hierarchy. Every manager in an organization, must know w 
are his subordinates and who are his higher-ups in the organization. This hel 
him both in seeking guidance and also in providing guidance in terms of scalar 
chain established in the organization. a | 


t 


| 

Specific written delegations help both the manager and the recipien 
authority. However, as one goes up the echelons of organizational structure, suth 
specific delegations become more and more difficult. 


The principle of clarity should not be taken to mean that authority rela tions 





The Exception Principle 


Authority is delegated to push down the process of decision making as near the 
source of information and action as possible. The recipient of authority shall make 
proper use of it and make all the decisions falling within the scope of his authority. 
Only, in exceptional cases, when he cannot make the decision at his level should 
Tefer them upward for consideration and decision by the superior. 


By delegating authority to a subordinate, a manager does not absolve himself 
of his responsibility. It is, therefore, essential that the manager should devise 
Suitable techniques of control so as to ensure that the authority is properly used 
and results are achieved as expected. 

Pooling together of the authority of two or more managers before a problem could 

© solved or a decision could be made is described as splintered authority. 


the change in the work, authority delegation should be adequately modified. | Share Authority 


mpecre « Superior comes and his subordinates come together for taking a decision, 


Delegation to be Consistent with Results Ex 
pected it is known 
| vn as a shared authority. 


Before proceeding with actual delegation of authority to a subordinate, a manag / 
should know the jobs and results expected of such delegation. Only that much? 
authority, which is sufficient to accomplish the results, should be delegated rh 
principle reasons the assumption that goals are set. plans are made and hat J 


Ce MH bed o 
Ntralization versus Decentralization 


St : 
es (1964) had suggested that certain things should not be decentralized, 
he has listed as under: 
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The responsibility for objective determination 
yerali comprehensive busineg, 


Ll. 
The responsibility for determination of 0 
planning and policy 

3. The final responsibility for business control, i.c., control will be. reseryey 
at the top 

4. The responsibility for quality design and quality standards 

5. Final approval of the budget and other financial plan 

6. The decision on manner of raising of capital and Its application — 

7. The responsibility for deciding various capital projects like large Scale 


long-term commitment of the financial project. 
However, with the emergence of participative approach, some of the Staiger's 
observations do not hold good in today’s competitive business environment, 7) 
take an example. to ensure an enhanced commitment to deliver the desired results, 
objective determination, nowadays is more participative or a distributed decision 


making, rather than a centralized decision at the top. 


Criteria for Decentralization or Measurement or the Degree 7 


the Decentralization ; 
Dale (1965) through his research had listed following criteria for 
. 


Earnest 
decentralization: 


. 


t hierarch 
Bato: I 


. 


Number of Decisions 
The greater the number of decisions made lower down the managemen 


the more is the decentralization. 


Importance and Significance of the Decision 
The more important and costlier the decision made lower down the management 
ge 


hierarchy, the more is the degree of decentralization. 


Effects of Decision 
The more the functions and the importance of organizational structure ar 


affected by the decisions made at the lower levels, the greater will be the degree 
of decentralization. 

48 
if :| 


Checking of Decisions | 
Dale’s theory states about that where the lesser checking is required on decisions 
made lower down the management hierarchy, the more is the decentralization, ; 


Decentralization ts the Greatest Where No Chanve Has To Be Made 


In a static or linear environment of business, where economic upsurges ' 
downsurges are not very visible, decentralization can be made with ease. — | 


W. Newman (1951) had determined the degrees of decentralization, which a® 
stated as follows: : 7 | 


1. If there is a complete reservation of authority, i.e., a total absence | 
decentralization, it will be called a total case of centralization. - 


ar. 
) 
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If plans, policies and decisions ar 

the lesser degree of decentralization. rene ae i he lace al 

m acne ene for operating decisions at the lower levels and 
‘ ally, servation or limitati 

of decentralization. We cannot call ita iat cea —- 

If plans, policies and authorities, etc., are pushed down at the 1 

Ievels, then the organization wil] be known as bottom-up ae don, 


Ss 


: |, eee ntralization Important? 


pespite different observations about decentralization, as has been pointed out 
ier, organizations may be required to decentralize or distribute authority in 


earl 
ain circumstances. Even though theoretically arguments differ, there are many 


cert 
guthors who appreciate the need for decentralization. 
According to Louis A. Allen (1958), the need for decentralization arises in the 


following lines: 
To reduce or ease the burden of the top executives 


To provide opportunities for greater diversification of product lines 

To pay special attention towards particular product line or product 

market 

To promote development of future managerial potential for business 

To promote modification and morale of all members of the organization 

To keep pace with the technological development, e.g., electronics 

industries, requirement for decentralization is more. because it is growing 
oS 


rapidly. 


Advantages of Decentralization 
It reduces the burden of top executives 
It motivates subordinates towards better initiative and responsibility for 
higher performance 
¢ It develops the morale of'the employees 
It increases the chance of development of managerial potential 
_¢ — It ensures product line diversification 
e It ensures division of work 
* It establishes better coordination and operation 
It ensures effective control, i.e., profit-centre decentralization 
It ensures quicker decision, i.e, decentralization helps in the attainment 


of MBO, i.e., management by objective. 


Limitations of the Decentralization 


* — Excessive operational cost 

* — Lack of divisibility 

P Non-availability of good executives 
* Wastage of staff service 
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alized units may Ad 


scentr 

© Difficulties in policy control—different decen v 
differences in the a ee approach and thereby difficulties in policy Contry 
may be effected 

© Obstacles in case of emergency—in emergency ee Prove 
that usually occurs is the difficulty in getting a quicker TOM the 
central office | 

e There is a potential loss of control. 


How to Overcome the Obstacles that Stand on the Way to 


Decentralization 


Achieving decentralization is not easy in organizations. ee S organ | 
are always at war on decentralization issues. Even in a long 


subordinates allege that by decentralization, the management wants to get their ‘ 


of job done through the subordinates. Some executives also believe decentralizatj, 


will only add to their woes, since, some subordinates always need to be Suideg 
which will reduce their effective time available for other managerial work, 
The main reasons that become obstacles in the way to decentralization are 
iven in the following: a 
e 1. Executives are unwilling to delegate and nurture self-sycophant attitud, 
like ‘I can better do it myself.’ ! we an 
" ly not made to direct other, 
There are some people who are pathologically rs 
Some superiors think that their subordinates lack the ability and thus 
do not delegate authority to them. , 
Some superiors have a total lack of confidence and faith on thet 
subordinates. Here. the clear remedy is training of the subordinate 
bringing new subordinates. Sometimes, a superior may feel the fear 
losing control over his subordinates, if once some of his authority § 
delegated to them. , = 
Executives may be handicapped by temperamental aversion of takings 
chance, notwithstanding the clarity of delegation. The greater the numbe 
of subordinates, the higher the degree of chance of decentralization ang 
also the higher degree of troubles. To delegate is to take a calculated 
risk. . 
































2. 


The above five problems can be addressed through attitudinal change 
modification. We must ascertain why the executives are reluctant to delegalt 
Sometimes, superiors give orders to the subordinate and subordinates show thei 
reluctance to take responsibility. The reason behind this kind of attitude, agalll 


can be attributed to reasons like: 
1. Some employees lack of faith on themselves and always depend on othes 
They want to refer back the work to the superior. These types of peops 

always have a tendency to avoid taking up of responsibility. = | 


2. Some employees have fear of criticism. Much depends on this ind 
attitude. They always feel that if something goes wrong, the sup@® 
might criticize them publicly. Sometimes, superiors might do nega® 
criticism, which the subordinates not only resent but even react 10? 

3. 


Some subordinates lack necessary information and resources for Wi 
they refuse to take up new responsibilities. 
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at times, | 
avoid taking Up responsibility due to 


F sometimes there fs a lack of ade 
“ for which employees refuse to 


subordinates, 
ae positive incentive and inducement, 
€ up new responsibilities. 


te nthusiasts o 

remember Is rai alg decentralization ie Soe ee eh 
adjustment 0 ~ “ = chaviour pattern of Specific individual. In a dynamic 
soc lc! _ such +o ewan 5 are common of occurrence We feel this adjustment 
can take place Keeping In view that each individual behaves differently. The 
pest plan will not come until and unless personal adjustments are mien isa 


behavioural outlook. 


Line and Staff Relations 
Whatever am | of ee an organization; basically organizations are 
, tted together by the cord of auth 

tightly kno ority relationships. Such relationshi 
force and integrate th — ss 

act as a cohesive grate the whole organization. Types and degree of 

authority vary with the decision-making levels. Different authority ee S 

basically revolve around line and staff P 


relationships. Line functions are th 
| ose that 
have direct influence to accomplish objectives of an organization, whereas, staff 


functions help the line to work effectively to accomplish organizational objective 
However, in reality, it is difficult for us to separate direct and supportive Sai 
In fact, depending on the nature of the organization, such categorizations of line 
and staff functions vary. In a manufacturing Organization, productions and sales are 
considered as line functions, whereas, finance, purchase, personnel, maintenance 
quality control, etc., are considered as staff functions. Line and staff are defined 


on the basis of two viewpoints—functional viewpoint and authority relationships 
view point. Allen defined line and staff as follows: 

‘Line functions are those which have direct responsibility for accomplishing the 
objectives of the enterprise and staff refers to those elements of the organizations 
that help the line to work more effectively in accomplishing the primary objectives 


of the enterprise.’ Since organizational objectives determine the line and staff 


functions, any change in objectives, may result in changes in the line and staff 


= The principal distinctions between line and staff may be made as 
under: 


Line and Staff Distinction 
Staff Authority 
A staff manager is a myopic 


Line Authority 
line manager is a generalist) 
b ue managers direct others _ S | Staff managers assist others 

L ne managers delegate authority” Staff managers serve authority 

a € managers train subordinates td Staff managers investigate the problem 












me manage 
ordinates — 


‘\, 
Ue 





(Continued) 
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Line and Staff Conflicts 
Line and staff managers are supposed to W 
organizational goals. But their relationship is 
in most of the organizations. Since such con 
organizational effectiveness. it is , 
ae and initiate necessary action to overcome the tS ee Iti 
impossible to differentiate line and staff functions and because o! the sana contlict 
cannot be avoided. However, line and staff conflicts can be ene into thre 
categories—conflicts due to the viewpoint of line, conflicts due to the viewpoin, 
staff and conflicts due to the nature of line and staff relationships. | P 


Conflicts Due to Line Viewpoint 
4. 


Conflicts Due to Staff Viewpoint 
ks 


ee 





Staff managers have the special 
expertise | 


ork harmoniously to achieve any 
one of the major sources of confj ‘ 
flicts lead to loss of both time 

always desirable to identify sources of Such 


























i 


Lack of Accountability: Line managers generally perceive that s af 
managers are not accountable of their actions. They feel that such ack 
of accountability on the part of staff causes them to ignore over af 
organizational objectives. Staff takes the credit for achieving the res ts, 
which actually line achieves. However, if anything goes wrong the staf 
blames the line. Such perception of line is one of the most importam 
sources of line and staff conflict. | 
Encroachment on Line Authority: Line managers often allege that staf 
encroaches their authority by giving recommendations on matters tha 
come within purview of the line managers. Such encroachments infl lence 
the system of working of their department and often leads to hostility 


- 


resentment and reluctance to accept staff recommendations. | 


Dilution of Authority: Staff often dilutes the authority and belittles th 
responsibility of line. Line fears that their responsibility may be reduce 
and they suffer from a sense of insecurity. | | 
Theoretical Basis: Staff managers being specialists—generally thin 
within the ambit of their specialization. They fail to relate their suggestio® 
with the actual reality and are unable to understand the actual dimensieé 
of the problem. This is because staff is cut-off from the day-to-d@ 


operations. This results to impractical suggestions, making it difficult® 
achieve organizational goals. 


Lack of Pproper Use of Staff: Staff alleges that line managers often! 
decisions without any input from the staff. Line just informs staf 
after taking decisions. This makes staff managers feel that line doe 















onc 
want lo make use of Inputs from 


Staff. However. { 
S, Ste . in that ca 
goes wrong, staff would be made responsible. This oft jo if anything 
conflicts between staff and line. often leads to major 
Resistance to New Ideas: Line | 
: m 
implementing new things means 5 aa resist new ideas as they feel 
of doing work. Such rigidity of line man 
new things in the organization and it 


goals pe 


due to lack of their authorit Tsuading line to implement those, 


Conflicts Due to the Very Nature of Line and Staff Relationships 


1. 


Different Backgrounds: Line and staff people are usually from different 
backgrounds. Normally line people are seniors to staff in terms of 
organizational hierarchy and levels. On the contrary, staff people are 
relatively young and better educated. Staff often looks down to the line. 


Such complex attitudinal problem creates an atmosph 
hatred between line and staff. osphere of mistrust and 


Lack of Demarcation between Line and Staff Authority: In practice, it is 
difficult to make a distinction between line and staff authority. Overlapping 
and duplication of work create a gap between authority and responsibility 
of line and staff. Each tries to pass on the blame to the other. 

Lack of Proper Understanding of Authority: Failure to understand 


authority causes misunderstandings between line and staff. This leads 
to encroachment and eventually, creates conflict. 


To overcome line and staff conflicts, it is necessary for an organization to follow 
approaches that are given below: 


l. 


Clarity in Relationships: Duties and responsibility of both line and staff 
should be clearly laid down. Relationships of staff with the line and their 
scope of authority need to be clearly defined. Similarly, for line managers, 
they should be made responsible for the decisions they make and they 
should have corresponding authority for the same. Line should enjoy the 
freedom to modify, accept or reject the recommendations or advice of the 
staff. 

Proper Use of Staff: Line managers must know how to maximize 
organizational effectiveness by optimizing the expertise of staff managers. 
They are required to be trained on the same. Similarly, staff managers 
Should also help the line to understand how they can help the line to 
improve their activities. 
Completed Staff Work: Completed staff work denotes careful study of the 
problem, identifying possible alternatives for the problem and providing 
recommendations based on the compiled facts. This will result to more 
Stalf work and also result to pragmatic suggestions. 

Holding Staff Accountable for Results: Once staff members become 
accountable, they would be cautious about their recommendations. 
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initiative and enjoys hardly any feeling of belongingness. Hence, employees May 
be less enthusiastic in their jobs. — 

Finally, narrow spans also reduce opportunities for oe aut 0 
management. Too many levels hardly allow for Shai ae ) o cie Roopa 
and greatly limit the supervision to a very few activities at ibe sh ne 7 ie resy ( 
is that the subordinate is deprived of the benefit of managing a larger Number of 
related activities. 


However, besides these limitations, the tall 
too, such as, reinforcing the authority relationships through emphasis given _ 


status, placing burden on cross communication. which sae coring: Problem, 
but provide opportunity for promotion because of many pos _ 

Wide span or flat structure, on the other hand, calls AO ene bec of t 
many people by a single manager. Supervision becomes less = ites i cca the 
manager does not have the sufficient time and energy to a ay f of 
subordinates. The large number of contacts may also distract him to the extent 
of neglecting important questions of policy. - 

However, the wide span has certain advantages too. The communication 
chain is shorter, and it is free from hierarchical control. Subordinates feel More 
autonomy and develop independent spirit. The flat structure also reduces Cost, 
as it requires less number of executives. | _ 

The factors responsible for the wide span may be identified as: 

(i) the trend towards decentralization 

(ii) improved communication technology 

(iii) increasing size of organizations . ie 

(iv) the new pattern of leadership evolving from a growing acceptance of group 

process . ‘ 


structure has certain advantg 


g 
= 
















While deciding span, advantages and disadvantages of these two situations 


should be carefully examined in terms of tangible, as well as, intangible facto S| 


and the actual span should be determined keeping in view all the pertinent factors 


in a particular situation and at a given time. . . a7 | 
Factors Determining Span 


The determination of span depends upon the number of relationships, which canbe 
managed by a superior. Usually, the important determinant is the manager's ability” 
to reduce the frequency and time impact of superior-subordinate relationships, 


though this ability itself is determined by several other factors. Factors, which 
determine the optimum span, may be stated as follows: 
a 

| 


Ability of Executives 


The supervisory ability of executives is composed of the capacity to comprehent 
problems quickly, to get along well with people and to command respect an 
loyalty from subordinates. In addition, the communicative skill, decision making 
leadership ability and controlling power are important determinants of the 
supervisory ability. Accordingly, executives differ from one another in their abillt 
to supervise others. When the ability is high, a large number of subordinalé 


can be supervised. In contrast, the poor ability results in limiting the spal 
supervision. | (a 


| 
of 





Organizing 


acity f Subordinates 


it and trained subordinates Cc 
help and direction from the 


Cap 


Nature of Work 
, the work involves routine and r 
ages similar functions, the executi 


Time Required to be Spent on Supervision 


ry manager spends part of his time in 
doing administrative job of planning and poli 
other processes. These functions are not dire 
subordinates. Hence, the span t 
for supervision. 


contacting/attending persons. in 
ZA ai § and looking after some 
cuy related to the guidance of the 
O a great extent varies on the availability of time 


Delegation of Authority 


Ambiguous or inadequate authority delegation consumes disproportionate time of 
the manager in counselling and guidance of the subordinates: Where subordi ie 
are delegated with a clearly defined authority, sufficient to carry out the : ie od 
duties provided they are trained enough, they would, considerably, reduce iene 
and attention of the senior, thus helping to increase the span of the ero ° 


Degree of Decentralization 


An executive operating under decentraliz 
burden of making programmed decisions 
larger number of subordinates. 


ed set up is relieved of much of the 
and can afford to supervise relatively a 


Use of Objective Standards 


Reviewing the performance of subordinates can either be done by personal 


observation or through the use of objective standards. In the latter case, a Manager 
is saved of man - 


Strategic importance, thus widening his span of supervision. 


y time-consuming relationships and can concentrate on points of 


Territorial Continuity of Functions Supervised 
Where functions are 


er > val 
el becomes more difficult and time consuming. The manager must spend 
derable 


geographically separated, supervision of components and 


lime in visiting the separate units and make use of more time- 


con Sia ; 
‘ suming formal means of communication. Geographic continuity of functions 
Upervised by the m 


anager, therefore, operates to reduce his span of control. 
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Line also would have confidence on st 
accountable for the results. 


SPAN OF MANAGEMENT 
Span of management is the limitation on the number of See ecand at 
effectively supervised by a manager in the discharge of a n a wie Uties, 
The incapacity of human beings restricts the number of per can 5 
2 S ation indicate that there is 


i i aniz 
managed effectively. Actual spans in business orga ell ae 
no one best number that can be universally applied. howe er, a anagemen 


experts agree that there is a definite span limiting the number of subordinates 
who can be managed effectively by one executive. : 


aff recommendations, as staff ls 


Approaches Determining Ideal Span of Management 


s approaches in determining the ideal span of management, 


There are variou 
They are: 


Classical Approach _ > 
This approach has dealt with generalizations embodying specific number of 
subordinates for an effective span. Classicists have suggested span of upper and 
top level from three to seven OF eight subordinates. However, recent operational 
approach has suggested that there are too many variables in management and 


no exact number can be fixed. 


























| 
r-Subordinate Relationships (1933) 


A.V. Graicunas, a French management consultant, analysed superior-subordinate | 
relations and classified these relationships into three forms. His study was not 
based upon empirical observation, but rather upon theoretical projection by: 
mathematics. His formula was based on the geometric increase in complexities’ 
of managing as the number of subordinates increased. Three types of superior 

. | 


subordinate relationships as identified by him are: * 


Direct Single Relationships R | 
Such relationships arise from the direct and individual contacts of the superior 
with his subordinates. Thus’ if ‘A’ as a superior has three subordinates X, Xe q 
there would be three direct single relationships. | 


_ A.V. Graicunas’ Theory on Superio 


Direct Group Relationships 


Such relationships arise between the superior and his subordinates in all poss ble 
combinations. Thus, a superior may consult his subordinates with a second in 
attendance or with all his subordinates or with various combinations of them 


Depending upon possible combinations, there would be nine relationships NKe* 
with Y, Y with Z, X with Y, Z and so on. | 


Cross Relationships 


These are mutual relationships among subordinates necessary for working un@ 
a common superior, such as X and Y, Y and X. The two relationships are differ 


Organizing 


d in the second case, X consults Y, 
ent. There are six cross relationships 


_— in the first case, Y consults X an 
pecé poth cases, situations may be differ 


In 
ane. subordinates. 


r {hic 
fo on the basis of analysis of the above relations 


athematical formula based on the semen Graicunas developed the 


tow - tric increase in the complexities 
o pirect single relationships = on 

pirect group relationships = ae ~1) 

cross relationships = n(n-1) 

Total relationships = 5 (2 +n-I) 


where n = number of subordinates 


On the basis of above formula, possible relationshi ; 
subordinates rise very rapidly. ps with variable number 

Where there are four subordinates under one superior, the number of 
relationships will be: | , 


4 
Pa + 4-1) =44 


When the subordinates are increased to one, i-e., from 4 to 5. the number of 
relationships will be: 


5 
3 +5-1) =100 


Wide versus Narrow Spans 


Span of management directly affects the number of levels in the organization. 
Wider spans of management lead to flat organization, whereas, narrow spans of 
management result in tall organizational structure. 

A narrow span (tall organizational structure), which results in many levels in 
the organization, creates problems both in terms of cost and efficiency. First, the 
levels are very expensive because they require more supervisory staff, which leads to 
larger expenses in the form of executive remuneration. Expense is further increased 
on the account of additional subordinates for a larger number of managers. Hence, 
in both executive and operative level, the cost increases. Secondly, communication 
in a tall organization has several limitations. Communication through scalar chain 
has to travel various levels, which not only delays it to reach at appropriate points, 
but also gets distorted or sometimes missed absolutely. Thirdly, narrow span 
Presents problems in coordination and control, as the top management is much 
away from the operatives, where the actual work is performed. Encouraging lower 
leve] lanagers to develop cross relationships, however, can eliminate this problem. 
Fourthly, narrow span also affects employee morale adversely. A subordinate who 
prs himself submerged at the bottom of the organization pyramid feels sensitive 
F a the fact that he bears nothing from the top organization (leaderships). Due 

uch placement, he gets very few opportunities to develop self-reliance and 
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Availability of Staff Assistance 
When an organization is equipped wi 
gain much of their guidance on me 


-es, subordinates, as a rest) 


daft servic 
ths and personnel Problem, 


thods. schedules 
acts with line managers, 


. thus, require fewer cont 
from staff experts and, th ia the staff fails to run the show. Thus, 
rvise a large number § 


manager normally gets involved w nie 
provision of staff assistance helps the executives to SU] 


subordinates. 

Allen has suggested co 
Diversity 
Dispersion 
Complexity 
Volume 
Attitude towards delegation 

Additional factors. which determine span in 
follows: , 

1. Training of the manager 
Capacity and the mind-set of the subordinates 


Dynamic and complex nature of activities | 
The degree to which objective standards are established 


The extent of delegation and the clarity of delegation 
Existence of a good communication system 
Degree of decentralization 


OPEN SYSTEMS APPROACH IN ORGANIZATION 
d the process of understanding the complex work 
theory is applied through systems analysis 
It is done through systems thinking, which helps us to study the organization 
its patterns, structures and events. Thus, systems thinking provides us Witt 
a broader perspective to identify the actual issues and its causes, more likez 
diagnostic tool and accordingly, facilitates the appropriate process of interye tio: 


to correct the organizational odds. 
Based on the above discussions, we can list the systems p 


nsideration of following points to determine spans; 


] 
2 
3. 
4 
) 


an organization, can be listeq as 


é 
2 


iy 


po Pee 





Systems theory has unearthe 
of systems. In organizations, systems 


rinciples a 
a 


under: 


sat 
(ids 
h pias 
1 
{ 


Organizational systems follow a pattern of events in a cycle. 
Each pattern of event indicates some specific phases, and at eac 
the behaviour of the organization changes 
¢ Systems interpret patterns and events in their organizations 
¢ Systems seek balance with the environment of the organization — 
e When systems do not interact with their environment, it become 
limited me! 
¢  Acircular relationship exists between the overall system and its parts 
Traditionally, an organization is viewed as a closed system. Closed syst 
perspectives consider everything as deterministic; hence, according 9 clos 
systems approach, the organizational structure should be more or less ix 


The gulp! 


~ guiono 
























Organizing B 


s on the preferenc 
jeperl Th ia a ] €s of a specific organizati 
( ings world, the open systems zation. However, in today’s 


; é 
ese \q approach has been shataalttesd ty hes oo 
cycles events, negative entropy, anen- is slg throughput, 
pomenslas % * eeeceant Integration and eercettnn atl sent of ae 
eharactcr!s aie actually emerged from the considerati rth fe a ac 
ga living ge set to Louls E. Boone and Sete CL ie 

» of events a process in an ; ; 3 , 
4 reccives Inputs from the sf xccteen a nes f ae tet 
ate oulpuls. Negative entropy represents the ability of ie ara nis 
mously repair itself and then Survive and grow b < orti tt 

environment and transforming them to outputs. Oraaniiend ing sere from 
g dynamic homeostasis, maintain equilibrium over a coud i sg te 
ifferentiation, organizations develop structures and ates Ss eee ce 
gquifinality principle of the organization follows open oe 


gyi! 


objectives of the organization through several different courses of action 


Operational research or management science approach has emerged 
separate discipline from the systems percept of organization. It is erged as a 
of systems analysis and systems engineering approach. O erat et 
conceptualizes the general pattern of conceiving, designing and im oe research 
some given specifications optimizing the resource utilization in a cael a 
manner. In the process, it also tries to reduce the negative side aa ss ae 
engineering approach encompasses technological, organizational a! ystems 
systems. It follows four different stages like, systems analysis, sy a ee 
implementation and operation. At systems analysis stage, an ee ys 7 a 
the systems, identify different sub-systems and establish their ene ieee 
At systems design stage, an organization builds the systems model, 0 an 
resources. At the implementation stage, the final design is built om re Be 
various eventualities, which could cope with aacereiatios. Wendie. at mi = a Haw 
stage, supports are provided to continue with the designed systems fas cos 
the activities involved, user manuals, training, etc. Thus. both systems an a 


systems engineering provide a general way of thinking about practical situations 
requiring the creation of a system that achieves some predefined purpose 


e this chapter we have discussed about basic issues of organizing activities 
i of an organization largely depends on the way it organizes its 
+ mi ies. While organizing, it is necessary to follow certain basic principles. 
a be eb that what may be applicable for an organization 
Bedirce old good for another. There are many forms of organizational 
‘pensar ea an appropriate structure for an organization largely 
6 Mbushe a Ke style of managerial activities and priorities. A manager has 
Sereda , ae of an organizational life before finalizing a structure. 
— tier - the culture and often it creates an organizational climate. 
Droblems anging an existing Structure requires a careful study of the 
Dhow action ‘la often, changing strategies of an organization influence 
Eom ai izational structure. Globalization has now intensified the 

petition for an organization. It has also led to various new issues, 


Scanned with CamScanner 





lac Industrial Management 


which organizations worldwide now 
is market consolidation by mergers and 
now lead to compliance with multicultural 


need to comply with, One major ssi 
acquisition. Cross-border mergers 
issucs, diversity issucs, Corporate 
1S, organizations are now 


F r business reasol 
governance issues, etc. Even a Mae penile heir manufacturing and 
aaa es. All these now require 


required to achieve economy © aout 
K itiv sic 
anes ania. a pam | att structure and identify the best 


an organization to experiment with tl 
fit. 
However. it is important to mention that despits SO A ene 
competition, deregulation, change of ae Reve dtarsial . 
knowledge workers as organization's manpower. t a — om becortl 
— m8 4 > “ture ¢ S 
fundamental concepts of organizational struct iowa! aneasllll 


~enective of their func 
most important for managers. irrespective © : 
every a ae has to organize his/her activities to get the best from their 


people. It is always desirable that organization S a sceanieationll 
on the consideration of multidimensional aspects. ae e an wie a 
design, we have two primary contexts: structural and hu pesmi = ural 
conten focuses on gel a suo ancora and een 
rork sses, people, coo ! 
coe Shree - ws together help an executive to design an 
organization from a more holistic perspective. — 
a s chapter, we have also discussed the systems view of ene and 
how the organizational] structure relates to systems concept. rganiza ; tion is _ 
defined as relations among all the components of a system. Organizational — 
structure denotes the components and relations that bind people working ~ 
with the organization. Systems are collections of parts (or sub-systems), — 
which are integrated to accomplish an overall goal of an organization, | 
Systems have inputs, processes, outputs and outcomes, with ongoing ) 
feedback among these various parts. If one part of the system is removed, | 
the nature of the system is changed. Systems range from very simple to — 
very complex. Social systems are comprised of numerous sub-systems, 
as well. These sub-systems are arranged in hierarchies and integrated © 
to accomplish the overall goal of the overall system. Every organization — 
effectively functions through an integrated interlocking network of sub- — 
systems. Effective organizational design depends on the interrelationships of 
principles of job specialization, departmentalization, coordination and line 
and staff positions. It is defined as the total pattern of structural elements — 
and patterns, which are used to manage the overall organization. Effective 
organizational design is instrumental for implementing organizational — 
strategies for the achievement of organizational goals. Broadly, organizatlo al 
- design rests on two models— bureaucratic model and behavioural model. 
However, technology, environment, size and the organizational life cycle 
are the four important situational factors in organizational design. | 

















il 


| 
| 
| 


Organizing | 


Three aa wo ee Three pillars of organizati 

itself ane : KY. People issues €ncompass edu age ee ria 

organizallona Issues Cover Strategy, policy, cultur vo training and attitudes. 

jgstics are hardware, software, isebensowtations antiti es 
ation systems. 








Boundary Spanning: The buffering 
uncertainty. 

piversity: It is applicable for both the emp! , 

in culture, race, gender, age, etc., lead to crratieiossee —— 
cigar oratory This approach helps to ensure goodness of fit between 
the prevailing organizational structure and the external environmental issues 
Grapevine: This is created in an informal organization. A productive gra evine 
benefits an organization while a nonproductive one may act as rumour aie 
Strategic Business Unit: Departmentalization of an organization based on the 
product line or product mix. In SBU, one business head manages the activiti 
independently. Each SBU's competitor groups are different ~ 


REVIEW QUESTIONS == 


1. What are the important sources of conflict betwee taff? 

conflicts be reduced? eR ES ae See eee 
2. Describe the advantages and disadvantages of departm 

entalization b 

and departmentalization by products and services. = 
3. What is the important basis of departmentalization? 
4, Define organizing. Explain the term organization. Diff aniza 

. Differentiate betw 

and organizational structure. — ain 
5. What are the essential elements of organizing? 
6. Define span of management. Wh S i 

: y it is so important for st 

momar nen p r structuring an 
7. What is delegation? List out the major benefits of delegation of authority? 
8. Explain the difference between delegation and decentralization. How can we decide 

the degree of decentralization? 
9. Explain the meaning and scope of authority, responsibility and accountability. 
Design an organizational chart for an integrated steel plant, who maintains a very 
thin corporate layer, whereas, at the operation level, maintains the presence of staff 
support along with the line. Also name your proposed organizational structure, 
Justifying why you have selected such a structure? 
A company has asked you to study their existing structure and reporting relationship. 
: he com pany believes that since they are operating with the state of art technology 
and their core business is to extend technical support to telecom majors, there is 
No point to keep their brick and mortar organizational structure in all the countries 
a (heir operation. Rather, they prefer to follow a networked structure, with their 
controlling office in India. Suggest them the right course of action. 





role to account for the external organizational 










hI. 
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bey I ndustrial A { BALTNE nt 
’ , alrix struct 4 
h ovcl fo m ul C; wi ’ i 


12. From a functional structure, if we want to swilc er sci dé ‘uae 
are the immediate problems that we are likely a face é SOlyy 
caine ach other and work hannon | 

eh ot hcaasnarsci mers Te. HOMER ont uli cts between 
ieecean crop ‘igs whith form the major source of INelOn er such acti 
What can be the main reasons for line and stall et eed acaba me ; Ny 
be avoided? Do you believe that all core managerial ful : Igiiey 
with line function? 1 of fast moving consumer goods (FMcg)_ 

= ae sg: Hy et ne assuming the oe IS a ney 
ee in foe FMCG market, ee a ee 
durables, white good, electronics, t 

i “tical matrix organization 

= a eae ete aeaaretles assigned to eve 

16. Explain the systems view of an organization. How 
organizational structure and design? 

17. Short Notes: 

(a) Matrix Organization 

(b) Hybrid Structure 

(c) Strategic Business Units 

(d) Wide vs Narrow Span 

(e) Decentralization 

(9 Departmentalization by Time 
(g) Barriers to Delegation 

Formal and Informal Organizations 

(i) Human Behaviour in Organizing 

(j) Open Systems Approach 

(k) Systems Theory in Organization 


Staffing in Organiz ations 





rganizatiol 
th adequate logic 

though they have strong Pp 
elecommunications, etc. | | 
a] structure of a multi-product organization | 
ry head. i | 
does systems view influence {p, | 


LEARNING OBJEcTiIVEs 


After reading this chapter, a student would be able to: 

* comprehend the recruitment functions in organization 

¢ understand the process of recruitment 

¢ know about the interview process 

e get familiar with the induction programme 

¢ know about the placement of employees after recruitment 


INTRODUCTION 


Fe staffing various positions in the organization, one needs to go 
for external hiring, as redeploying existing manpower through 
job restructuring may not be adequate. External hiring process 
succeeds the Human Resource Planning (HRP). Through HRP, one 
can understand the extent of external hiring after adjustment of 
internal manpower. 
7 Recruitment, selection, induction and placement are important 
REFERENCES Sencnen : a tools for procuring and effectively using human resources in an 
Chandler, Alfred D. 1962. Strategy and Structure. Masschusetts: MIT PressiMl | organization. Al} these together are known as staffing function. 
“a | While recruitment involves employing suitably trained workforce, 
selection helps in choosing the right candidate for the right job. 








Mass. 
2. Dale. Ernest. 1965. Readings in Management: Landmarks and New Frontier 
McGraw-Hill. New Yoric. Induction is the process of a introducing a new employee formally 
3. Graicunas, A.V. 1933. Relations in Organizations. Bulletin of the Inte jatione into the organization, whereas, placement is about putting the men 
— to the right kind of jobs after recruitment. This chapter focuses 


Management Institute, 7 March, pp. 39-42. 
on these four important organizational activities. 


‘Allen, Louis A., 1958. Management and Organization. New York: McGraw: 


4. 
Education. j 
5. Boone, Louis E. and David L. Kurtz. 1992. Management. New York: McGraw-l RECRUITMENT 
Inc. es 
Burton, Richard M., Gerardine DeSanctis, and Borge Obel. 2006. Organizalit Recnaitmentfimadonsin mecentyeats have axsiiiiens fie ip ora 
for its increasing emphasis on human resources. Traditional 


approach to personnel management was to ensure routine activities 
for the maintenance of human resources in the organizations. 
However recently, radical changes in human resource management 
have taken place. Nowadays, human resources are perceived to 
be as important as any other important resources (physical and | 
financial) of an organization. This change in attitude towards | | 


Design: A Step-by-Step Approach. Cambridge: Cambridge University Press, 
7. Sarasvathy, S. 2007. Effectuation: The Logic of Entrepreneurial Expertise. Chelteni 
Routledge. ; 
8. Kanter, Rosabeth Moss. 2001. Evolve! Succeeding in the Digital Culture of Tomom 
Boston: Harvard Business. 7 | 
9. tae D.K. 2009. Organizational Behaviour. New Delhi: Oxford Univ! 
ess. a 
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ynel management. The hy rhs 


human resource has developed new coer i De eenfsetlct Broadly, they may n | 
resources are the people we —e temporary employees or consulta nts ie | 
direct employees. the a m edie of other relationships to the organ ZAtlon 
any person or persons Wilh @ rea, there are two major activities. The TSt je 
Within the human ee axed placement. compensation and appralgay 
——— as They are known as human resources utilization functio, 

of the hum i 

u 


or personnel functions. The other f nctions ~ e Se eaiirest 
human resources, improving their efficiency ont = edit 
as human resources development (HRD) See ich : 
existing human resources to ae en ‘or future undefined jobs 
present jobs, ——_ ‘ain vcources. it is now imperative oma 
To inerease the De aceiea and at the same time recruit and seleg 
organizations to mene’ in the country. Most of the organizations are nowugg ng 
ite Beet age ors resulting in radical change in the recruitment process 
technological — inter alia, calls for hiring manpower having higher 
Such a emmer : hick —_ re so far not available. However, when we conside ' 
aman i + for unskilled jobs, there ent 7 aia ent 
for the organization. as unskilled labour 1s abun y ei 
problem ‘ous hish rate of unemployment. For high technology employees, 
country for opvinus aH ft jal positions with professional Skills, the 
j.e., mostly those who are in fh 


the managen 
recruitment function is more comp 


ted to work with the existj,, 
These are kng Ss 
ch are designed to enahj, 


{fective functioning ‘the 


| 


lex and dynamic. 
| 


} 


cf 
} 


may be defined as the process to discover source S of 
firements or the staffing schedule of an organization 
| 


for attracting that manpower in adequate n 
| 


Definition 
The term ‘recruitment’ 
manpower to meet the require 


and to employ effective measures 
to facilitate the selection of an efficient workforce. 


1T1DET 


sk 


f 



















Functions 
The first important task of recruitment cell is to frame a recruitment policy. 


Framing a recruitment policy calls for review of manpower requirement, Le. it 
should be adequately supported by an effective manpower forecasting. Man DOWEL | 
planning and so also manpower forecasting of an organization depend’ on many 
important factors like the present nature of work, possible change in the future” 
working of the organization, the manpower records and information available in” 
the organization for the present strength, the diversification plans and progré mmes | 
of the organization, the environmental change and the change necessary 1 | 
the organization to respond to such environmental change, etc. Most 0 “the 
organizations, in principle, believe in recruiting the best possible manpower from 
outside the organization. However, the recruitment policy of some organizations” 
considers recruiting of the employees based on the recommendation of the present 
employees or recruiting employees from the wards of the existing employees. | 
To take an example, in Tata organization, there is a system to recruit employees 

for unskilled/low-skilled jobs, both technical and non-technical nature, from tit 
wards of the existing employees. Such a policy of recruitment in Tata organizauol 


; 
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cn nin “ oe and Tata, in their manufacturing units, maintains 
le employment exchange records to enlist the names and other details 


pas Pe 
ces’ wards to off 
wy er them employment as and when vacancy arises. 


cepa Vi 


a ’ 
(hic emp 

: wi I a ty oe . pe meat policy ts not followed when hiring of manpower 

for anagerla ee Ss te In such cases, companies are looking for the best 

avaliable ae a a of he gee cither give advertisements of the vacancies 

in fea ing Laer bs € ef and even in good professional journals or 

hey MAY po eh = ee iment by effecting campus interview or may also 

retain the — a a Be ru ‘ng consultants. Such recruitment consultants, 

having maintaine parate data bank for the prospective job seekers, can 
ilable lists of prospective managerial manpower to such companies. In 


ake ava 
madition to the fr me of recruitment policy, each organization for making their 
ecruitment a sclenuiic process of selection, carry out a regular forecasting of 
manpower recruitments. 
Internal Recruitment 
in certain cases, organizations prefer to man their higher managerial vacancies 
internally from their existing employees. In those cases, organizations need to 
develop their existing manpower by adopting suitable training and development 
functions. Training and development may not necessarily always ensure the 
availability of the best talents internally. Organizations are then compelled to 
recruit from outside sources, mentioned before. 


Recruitment Policy 

Sound recruitment policy calls for adopting scientific process of recruitment, i.e., 
those techniques, which are modern and scientific. Recruitment policy needs to be 
so framed, so that managerial turnover can be substantially reduced, as the cost 
of managerial turnover in terms replacement (new recruitment cost is very high). 
Without a suitable recruitment policy, it may not be possible for the company to 
select the right candidate for the right job. A sound recruitment policy, therefore, 


needs to: 
Identify, at the outset, the recruitment needs of the organization 


Identify the preferred sources of recruitment 
¢ Frame suitable criteria for selection and finally 


e Consider the cost of recruitment ° 


Recruitment Process 


As has already been discussed, a particular organization may effect recruitment 


either from the internal sources, i.e., by promoting the existing employees for 
higher positions or they may go for outside sources. Thus internal and external 
Sources of recruitment can either be resorted to by any organization, subject to 
the convenience and feasibility. Recruitment is an art of attracting applicants, from 
Whom the most suitable ones may be selected in a particular job or jobs. Internal 
Fecruilment may often avoid the unpleasantness, but it is not necessarily effective 
because it does not allow the organization to get many alternatives to select the 


best available talent, The external sources, being open, give carried opportunities to 
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an organization to tap the best or suitable candid 7 Ay 
The rail for erties contains brief description of a Poe ea ’ i 
and experience required, etc. Such requisitions are nonnally signe y 1¢ head of 
the Human Resource Department. External sources of mens are explor “d, | 
keeping in view the type of personnel required. The pate : ae ed at 
the gate of the organization itself or from the employment exch Ee. agemen) — 


trainees are taken from the institutes and universities through cam a inte vi .y 
Senior executives are attracted through advertisements in leading newspapers | 
and magazines. The major sources of recruitment for different types 0 pers 
therefore, are as follows: | 
Employment exchanges My 
Consultants and private employment agencies | 
Advertisements in periodicals and newspapers, 


Deputation 

Universities and Management Insti 
From the source of existing employees ~~ | 
Trade unions | 
Internet/job site, etc. 

The employment exchanges maintain a 


es of job. Under Compulsory Notification 0 3 
i oe to notify certain types of vacancies to the nearest employment exchange 


and recruit candidates from among the applicants registered with them. The skilled 
and unskilled workers and the clerical staff are mostly recruited through these ~ 
employment exchanges. Private consultants and agencies assist organizations in . 
locating technical and managerial staff. They charge prescribed fees for their 
services to the organization. Med 
Advertising in newspapers and magazines, radio and TVs, are one of the 
most effective sources for attracting the prospective candidates. It also helps in 
building the image for the organization because through such advertisements, the 
organization makes available certain information, like their product, their market 
share, their turnover value, etc., to the public in general and target consumers — 
in particular. Since written press insertions or verbal advertisements: through | 
audio and audio-visual methods give the first-hand information to the prospective © 
jobseekers, each organization is required to give as much factual information 
as possible regarding the expectations from the candidates, their age groups, 
qualifications and experience, salary and perks attached to the positions and 
important conditions of service, the time limit and mode of applying, etc. There 
are some agencies that help organizations in drafting, publishing and broadcasting 
these advertisements. alt 
Deputationists are mainly appointed in public sector undertakings. Thec vil 
servants are often deputed for many senior and mid-level positions for a specified 
time. wah 
Recruitment from universities and management institutes are effected throug 1 
campus interview. Almost all good private organizations select their manage nent | 
trainees through such method. Some organizations even support the academle 


ambition of prospective students by sponsoring their courses. Here, the organiza on 


ates from widely dispersed aren 


& 
. radio and TV 
o 
gs 
, tutes : 
o 


register of candidates seeking various _ 
f Vacancies Act, 1955, the employers - 





- — 














x 













4 1 yas 





Staffing in Organizations 


weapective student é 
ie prospec 1 sign a bond that the latter would join the organizati 
anization 


antl | “iG completion of the course, 
all! | 
a net and loyalty and, at the oor nine Hn existing employees to ensure 
 aetitment, howeve ©, to motivate the 

nye 0 recruit r, Is restricted only to the clerical pa —w 
yr oy of the cases. erical and unskilled jobs 


fons also recommend cand} 


cheme> 
ecconmnen 
gecruitment through Internet/job sites als 
ig wide reach to focused jobseekers, imme 
fol = global reach, organizati 


- placement agents have 
ylume: 
The next step in selection procedure is to personify such attributes in candidates 


- has now become very popular 
acy and cost effectiveness. Due 
ons ‘hil; 
Pera the flexibility to attract the best talent. 
ed this service to increase their business 


B.. d eveloping certain specifications for the desired candidate. It means defining 


the desired background as education, training, personality and characteristics of 


candidates applying for the vacancy position. This, in ity, i 
i re-portray an ideal candidate for a job. aE es 


preliminary Screening of Applicants 


The number of applications normally received against any advertised vacancy is 
usually large. This creates a problem of selecting the right persons from many 
candidates. Moreover, conducting tests and interviews for all the candidates may not 
be always feasible and, at the same time, cost efficient. To obviate such problems 
most of the organizations first do a preliminary screening to sort out unsuitable 
candidates before going ahead with the selection process. There are many different 
ways of doing such preliminary screening. Some organizations conduct short tests 
for all the applicants, while the best method may be the checking of Application 
Blank. Each organization before going for the selection process develops their own 
standards or potential attributes for the prospective candidates. This helps them 
also to define the reasons for rejecting certain candidates. To take an example, 
for the post of a Stenographer, a particular organization may define their rejection 
standards as below: 

1. Those who are having shorthand speed below 100 words per minute and 

typeing speed below 40 words per minutes ~ 

2. Those who are not having any work experience 

3. Those who are above thirty-five years of age 

By checking ‘Application Blank’ of the candidates, an organization may reject a 
g00d number of applicants based on the above rejection parameters. All the above 
ome. (herefore, enable an organization to shortlist the candidates before going 
Arlee , with the subsequent stages of selection. The rejection standards, like the 

‘ staled above, may also be mentioned in the advertisement itself so that the 


Munber of applicants is minimized. 


ees, organizations also adopt successive hu 
‘" 
hing process, This technique calls for arranging 


rdles technique as an effective 
all selection factors in order of 


nse, eat Tyree 
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aptitude test is conside 

tude of the candidates ‘ 

ence, personality, ete, ; 
") 


i 

i] 
y 
, 


importance. To take an example, if for a particular post, : 
the most important, the first step should be to test the ap 


nt job expert 
Then the other successive tests of qualification. | hurdles one by otal 





er \ C: we 
refer “the organizations send a brief questionnaire 
tos! jaca nole, requesting them to furnten © to such references alongwith 
col 
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ag cllhier Over phone, through corr 
hrough personal visits. 


spondence or t 
stl 


Ish such details. 


may be conducted provided the candidates qualify these P slogien 1 Testing 
Ls ¢ iT @ 
iw of A lication Blanks | tt r ent for various purposes like determining 
CW a | 0 t 
matted d d to have detailed information about the . al _ promotion and counseling ie, en selection and placement, 
The application blank form ts esigne lication blank, whereas rans used for selection and plac er, In an organization such testing 


applicants. Some organizations have their own printed ee 
others ask the candidates to give their particulars in aS! 
information like: | 
(a) Personal data and biographical information, j.c., name, 
- number, age, sex, martial status, childre 
college, university attended, degree/diplo 
subjects, grade or division obtained, etc.,) P em 
membership of professional bodies, language 
and speak), ete. a A | 
- for all jobs (with joining and leavin 
(b) Chronological employment histor) for all j , aiigreceiael ade 


in each case of change in the employees). : 
anions of business positions held and duties, reason for leaving (if 


any) 
(c) Personal circumstances, 1. 
or not 


Medical history, brief details of any 3 
not present during last few years (in case, the applicant served earlier © 


somewhere) on medical grounds. record of hospitalization (if any), 
declaration of any disability, major operation, etc. 
Interest, hobbies, sports and other activities 


Anything else which the applicant may like to add in support of his 
: i 





ma passe 
rofessional qu 
(ability to read, write - 


e.. when required can he/she relocate anywhere 


(a) serious illness, number of days 





(e) 


(f) 
candidature 
Several other items may be included in the application blank with regard to © 
the specific requirements of the organization and the job. : 
Weighted application blanks are also prepared by some organizations to record — 
personal history items associated with the job success of the candidates. For each 


item of the application blank, weight factors are predetermined. Importance of 
le, for a job for unskilled }) association between variables and limited in their mathematical properties. Other 


} scales have more extensive mathematical properties, and some can also hold out 


weight factors for different jobs varies. To take an examp 
labourers, education may be given less weight, whereas, for executive positions, 
education receives higher weightage. Application blanks, therefore, help in 
comparing the applications of different candidates. wad 
Reference Checking 
Some organizations ask for references from the applicants in applica 
blank itself to get information on candidate’s character and background, 8 
acquaintance with the candidates. They can be earlier employers and teé cher: 
or other authorities from schools/colleges/universities, where the prosp 


i in 4a 
dard format to elicit 1 4s r up ° 


r tion 
: ch 1 


references are preferred from people, other than blood relations, who have some 
ective 
employees studied. Organizations try to verify candidates’ background from U* 


ke d interest tests, etc. Groy 


ality am P tests are designed to test a group of 
ales simultaneously. Individual tests are for individual mnie - a 


cular point of une Instrumental tests can be either group tests or individual 
en itis an individual test, it makes use of different tools to study individual 
te’s familiarity and skills. However, in case of its application for a group, 
yolves written test to study the written responses of the candidates. Aptitude 
tests ate intended to assess the potentiality of the applicants to learn the job, 
qiercas: achievement tests enable us to assess how effectively an individual can 
erform his job. Conventionally, aptitude tests are administered on freshers, i.e.. 
those who do not have any past job experience, whereas, achievement tests are 
intended for experienced candidates, which have bearing on the previous job 

eriormance of the candidates. For marketing jobs and managerial and executive 
sitions, Such tests have much relevance. However, psychological tests are 
mostly designed to measure the aptitude and skills of successful job performers. 
for selection and placement, the most of the organizations retain the services of 
consultants and experts rather than just relying on psychological testing. This 
minimizes the chance of error in selecting the wrong candidates for different 
job positions. Since, psychological testing is a complex method and it has wide 
divergence, we have briefly introduced the concept of attitude measurement with 
simple examples and illustrations together with some conceptual details about 
different types of measurement and scales. — 


tin 


Scaling Techniques for Attitudinal Mapping 


Developing a proper scale helps us to measure the attitude of newly recruited 
employees. Each scale has unique properties. Some scales can only establish an 


the possibility of establishing cause-and-effect relationships between variables. 












Levels of Measurement 


a are four levels of measurement. These are nominal, ordinal, interval and 
AALIO, 


pominal Scale: This scale classifies individuals, companies, products, brands 
a7 _ ply entities into categories without any order. This is why this scale is often 
F ‘ed to as a categorical scale. This scale simply counts the frequency oli 


; Cases ass ; 
'ssigned to the various categories. ) 


\ 
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ndicale your views on Sun Sif} 
by scoring th 
€m on a scale of 5 down > 





cl 





An example of a nominal scale 
Which of the following FMCG products you buy at least once in a month? (Plegg cc. 5 = Excellent; 1 = Poor) on each 
tick) bis of the criteria listed 
Toothpaste (_] Shampoo L] soap [1] Circle the appropriate score on 
D Ac rontial Hair ofl CJ Detergent LJ each line 


and the only measure ts the mg ‘ 
r arithmetic properties and le 
These numbers have no = atid try to gel a set of irequency Counts 

; 1 th ata in the nominat form, * 


This is because, using this scale \ neat 
Testing of hypothesis can be done based on t se ne chon tHe contin 
; i y r 1Kll © c 4 h { 

rdinal Scales: Ordinal scales In\ olve rankiny ‘ ot the 
Sane being scaled. To take an example. we ce hong the re pondents i 
rank sone brands of shampoo in ordcr of their preferences. 


An example of an ordinal scale 
Brand 


_ Order of preference 
Tn Sun Sik 
——— Rejoice 

| j ; Head & Shoulder 


Clinic Plus 


Pantene 3 
of preference but do not provide an 
h more one brand is preferred to another. his js 
brands. In addition to the information tha 
dinal scale we can comput 
ute the rank correlatio 
) and Kendall 


1 Be aa 


ly priced. 











Ratio Scales: The highest level of measurement is a ratio scale. This scal h 

the properties of an interval scale together with a fixed origin or z ak 
Examples of variables, which are ratio scaled, include weights Egeland time 
Ratio scales permit the researcher to compare both differences in scores d the 
‘relative magnitude of scores. For instance, the difference between five oe t ; 
minutes is the same as that between ten and fifteen minutes. and ten eieuiisais 


twice as long as five minutes. 


This table gives the researcher the order 


information about how muc 
what we call interval between any two 
are made available through a nominal scale, using or 
the median, quartile and percentile. We can also comp 

Spearman's rank correlation 


coefficient (commonly known as 
coefficient of concordance. 

Interval Scales: The interval or cardinal scale has equal units of measurement 
which makes it possible to interpret not only the order of scale scores but also h 
distance between them. However, it must be recognized that the zero point on a 

ro. This of course has implication: 


Measurement Scales 
interval scale is arbitrary and is not a true zc ae Pe erinennan of scales used in attitude mapping fall into two broad categories: 
for the type of data manipulation and analysis. Interval scales may be eithe to fe apare ee nah at cael in comparative scaling, the respondent is asked 
winene or senate ae rand or product against another. With non-comparative scaling, 
a Pp nts need to only evaluate a single product or brand. Non-comparative 
scaling is frequently referred to as monadic scaling, and this is the more widely 
used type of scale in commercial marketing research studies. 


Different other types of scale are given as follows: 
pantie Scales: This type of scale makes extensive use of words rather th 
ie. ~ ee describe their feelings about the products or brands on 
Of the ca sep aie labels. When bipolar adjectives are used at the end points 
and the ‘ es, these are termed semantic differential scales. The semantic scale 

semantic diflerential scale are illustrated in the following page: 


Examples of interval scales in numeric and semantic formats 


Please indicate your views on Sun Silk by scoring them on a scale of 5 do 

to 1 (i.e. 5 = Excellent; 1 = Poor) on each of the criteria listed . {i 

Sun Silk is: Circle the appropriate. SCO! 
each line > 


Bie Ace ae 


(Contin! 
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Agree Neither Disagree Strongly , 












aT; Disagree 
; “a r (1 10 i} 7& i, wf, * | 2 
/ Yo Ls Lk ar IR et Sy rg Uae Pd 
God WE Ee abot a — —_-—— eee D 
Extremely he industry'spetids 5 ag 
ightly Quite TE i. (00d eee earn ay 3 A | 
Extremely Quite Slightly Neither SHEn" | fe eal 0 money 4) 4 Se: 
Semantic Diiferential Scale unimportant | ‘i 
important | 2 3 4 5 
inexpensive 
expensive 
useless the scales. which have been described in this chapter, are among the most 
SS a 7 commonly used in attitude mapping for recruitment. There are many more forms of 
k scales. However, familiarity with the scales mentioned here can enable a manager 
ae to deal with such scales and successfully conduct the research studies. - 
lS nn 
slow Attitude Measurement 


Attitude is a mental state of an individual which tends to act or respond or is 
ready to respond for or against objects, situation, etc., with which his/her vested 
feeling or affect, interest, liking, desire and so on, are directly or indirectly linked | 
or associated. During the course of development, a person acquires tendencies 
to respond to objects. These learned cognitive mechanisms are called attitudes. 
Changes in knowledge are followed by change in attitudes. Attitudes are different 
from knowledge in a sense that attitudes are emotion laden. Knowledge reinforces 
attitudes and reinforced attitudes, in the long run, reinforce individual and group 
behaviour. Hence, attitude is neither behaviour nor a cause of behaviour, but it 


que 


t is termed a summated instrument sca. 
p a Likert scale are summed to produce; 
mposite of itemized scales. Typically, a 
scale values ranging from -2 to +2 wit 


Likert Scales: A Likert scale is wha 
This means that the items making u 
total score. In fact, a Likert scale is a co 
scale item will have five categories, with 
—— } relates to an intervening predisposition or a frame of reference, which influences 


the behaviour of an individual. a 

When the interest, feeling, etc., of an individual is not connected in any way 
with an object or a situation, his/her responses towards the said object or situation 
will then not be attitude but opinion. | 

Altitudes or psychic state cannot be observed because psychological variables 
are dormant or latent. Due to this reason, attitude measurement is quite difficult. 
Inference, prediction from behaviour data, interviews with structured questionnaires 
and scales are the usual tools for attitudinal measurement. 

Popular methods of measuring attitudes are: 

*  ‘Thurstone scales 
Likert scales 
Semantic differentials : 

It is our basic assumption that a person's attitude can be measured by asking 
questions about thoughts, feelings, and likely actions toward the attitude object. 











The Likert Scale ' 

Strongly Agree Neither Disagree  Strongli 
Agree | gai 

fel fi ae Id red 3 y 

a} ae. 


ft | 1 . 
\ il i> fi x } | “ “/ 
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Attitudes can also be measured by a quantitative technique, .c., cach petg 
opinion can be represented by a numerical score. A particular test item, or 
behaviour indicating an attitude, has the same meaning for all respondents, gq 
a given response is scored identically for everyone making it. Ina typical Altity 
questionnaire respondents are asked to indicate whether they agree or digg 
with each of a series of belief statements about an attitude object, Attitudes 
arranged along an evaluative continuum ranging from fi avourable to unfavouy 


a | 
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view panels should scruti 
ntervie nize all 
‘ont arc discriminating (5.8) questions before interview, to ensure 
companies should provide more cre 


cales: Instead of judges, responde 
jike: 


a 
2 F «a 


che facilities (8.7) 
igert nts place themselves on an attitude 
i une 


BF 


col 
by | 
: . vill simply > 7 ree Agree Uncert i 
Why not just one belief statement? In most cases, one question V ply y gly) 9 eridin Disagree ‘Siro dis 
address all the likely domains of an attitude, c.g., Cannabis causes as uy {ro 1 2 At vi pense’ 
damage to your health as tobacco. Using only one question significantly ner Sty Oe 
the likelihood that irrelevant factors, such as the wording of the question, 


create errors. If responses are summed over a number of questions, then ie 
more valid measure because the error associated with individual items tends; 
cancel out over a number of items. Each attitude statement should represent , 
different and independent view about the attitude object and should cover , 
favourable and unfavourable attitudes, so that the nature of the response to One 
item should not affect the response to another item. 


Thurstone Scales: It is the first major technique of attit 


person's score can be summed and the resulting total used as an index of 
tial: Focuses on th 
tic Differen € Meaning people gi 
; ee two meanings: 8 people give to a word or concept. 
wo 


semantic or dictionary meaning 


. Connotative meaning (meaning a word suggests apart from the thing it 
ude measuremen explicitly denotes or names). P g 
Its basic assumptions are: A gsumption 
° Attitudes lie along an evaluative continuum ran 


ging from favourable t othetical semantic space of an unknown number of dimensions, in which 
unfavourable | 


the meaning of any word or concepts can be Tepresented at a particular point. 


Ordering of attitude statements should be such that there appeareg to Three major dimensions are: 


be an equal distance between adjacent statements on the continy 


i.e., judgements can be made about the degree of discrepan 


, Evaluation (how good?) (e.g., healthy/unhealthy) 
cy among 
different people's attitudes oe 


» Potency (how powerful?) (e.g., weak/strong) 
» _ Activity (how active?) (e.g., static/dynamic) 
» Midpoint of neutrality — 

‘. Social representations 
* Social construction— 





Assumption of equal distance but actually equal appearing Thurstone scales_ 
method (1) 


¢ Initially, construct item pool, i-e., Item pool—large amounts of statements 
with opinions about an issue. 


Assemble group of ‘judges’ (100-150 statements, 40-60 judges) 


Hypothetical scale running from most favourable through a neutral point 
to the least favourable . 


¢ Judges consider each item and sort into piles (categories), usually eleven, 


Intervals between categories should be regarded as subjectively equal 
Thurstone scales—method (2) 


Ideas and opinions which we hold are moulded by what other people believe 
and say ‘Our reactions to events, our responses to stimuli, are related to a given 
definition, common to all the members of the community in which we belong’ 
(Moscovici, 1983), i.e., similarity of group members and difference (individuality) 
of group members. If social representations are cognitive structures shared on a 


group basis, the agreement between members of that group should increase with 
age (e.g., Augoustinos, 1991) 


Statements selected for use in the final scale are those that have high 


inter-judge agreement (low spread) and are at relatively equally spaced 
intervals along the continuum ae 


Have a desired number of items for final scale, say, twenty. Twenty scale 
values should be evenly spread across the continuum — 
* Respondents score the scale value of each item agreed upon Ae 


Other measures of attitudes are given as follows: 
1. Physiological 


Skin resistance (Rankin & Campbell, 1955) 
Heart rate (Westie: & DeFleur, 1959) 


Pupil dilation (Hess, 1965), i.e., attitude inferred by comparing 


participant's response in the presence of a neutral object and the 
presence of the attitude object 
Overt behaviour 


. i 
Respondents should agree with very few items (perhaps two or three) 4 
Example of scoring—Issue equal opportunities 
* Women are less reliable employees because they are likely to leave thell Physiological measures of attitudes; problems; 
jobs for family compulsions (2.1) ) —— 


* — Indicate intensity and not direction 
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* Physiological measures sensitive to variables other than atti, 
(Caccioppo & Petty, 1981), ¢.g., vigilance tasks lower the hear; ' ss) 
E.g.. skin response changes in presence of novel or Incongry 
stimuli 
¢ Sensitive issues—Bogus pipelin 
Method of overcoming social desirability bias: 
* ‘Machine’, which participants arc told, can measure strength and direct 
of people's emotional responses. i.c., participants are less likely to con 
socially undesirable attitudes (c.€.. Allen, 1975). 

Reliability and validity of Likert scales and Thurstone scales: Likert s 
are generally more reliable than Thurstone scales. Validity remains a Contesty 
issue, i.e., what is being measured as an attitude? Critics would say that demary 
characteristics are the ones that are actually being measured as attitude. Meas 
attitudes and their relationships to behaviour is a complex and subtle busines, 
e.g., Glick & Fiske (1996). ‘” 

Problems with attitude measurement: 
° Definition of attitude 
¢ _ Lack of common methods of measurement 
e Operationalization of outcome measures 
Attitude Survey: To recruit a new incumbent and to evaluate the hum,, 
relation in the factories, industries and different organizations, attitude sun, 
is indispensable. The study of attitude is also important in designing a train 
programme, which is a core HRD function. Attitude surveys focus on feelings an; 
motives of the employees’ opinions about their working environments. There ap 
three basic purposes for conducting attitude surveys: ; 
¢ To compare results with other survey results 
¢ To measure the effect of change that occurs — 
© To determine the nature and extent of employee feelings regarding specif 
organizational issues and the organization in general ‘7 
Usually, attitude surveys are carried out by interviewing a person withé 
structured close-ended questionnaire. The skill of the interviewer is all importan 
here for the correct measurement of attitude. While framing the questionnaire 
the interviewer should be cautious, as simple opinion-laden questio 
will not depict the attitude of the interviewee. It is important to put value-ladet 
questionnaire items and to use behaviourally anchored statements, asking 
the respondents to rank any myth statements, etc. A sample list of su h mytt 
statements and value-laden questionnaire items are given below: . = . 
Myth Statements: mr | 
1. Hard work ensures better result 


Linking to work with subordinates for prompt results 


e technique (Jones & Sigal, 197) 




























5 Be eng 
r "Ee Iter | 


« 


2 

3. Never say no to anyone; listen to everybody's problems 
4. One, who is indispensable, is efficient , i 
5. Maintain the hierarchical] structure while taking decisions, very rigidly 
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gample guestionnalre Items for Attitude Meas 
urement: 


yo you think the ex 
celectitie any one from ieee alning ts wasteful? (Give your answer 
(a) ‘To a large extent alternatives) 


(b) ‘To some extent 
(c) Toa very little extent 
(d) Not at all 


What, to your knowledge, 
** of flexible working hours in india airs to effective implementation 
your perceived preference. arrange the factors in order of 
(a) Lack of awareness 
(b) Difficulty in implementation 
(c) Supervisory problems 
(d) Lack of support from workers 
(e) Lack of support from unions 
() Production problems 
(g) Any other (please specify) 

The first questiomnaire item, which reflects the attitude of a person 
ene —? can be evaluated by adding the weighted value of eel 
Example: 

Let the number of respo ‘ 
responses as follows to sce ete ei epee Taek enero ee 








Alternatives No. of Respondents 
| ey — 
(b) To some extent 4 
2 
15 
Weighted average attitude: 
' Alternatives No. Weighted Attitude 
(a) 4 4 16 
(b) | 4 3 12 
(c) | 5 9 10 
| 2 } 1 | ~ 
Alternative (a) To a large extent’ is the group attitude. 
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either discrete or cont 
The second questionnaire item allows the respondents t0 ar he quest Eels Kendal's Coefficient ane Analysis of Variance, Correlation, Chi- 
by selecting all alternatives in order of their perecived priority. TS requires the BE gquare | 


: Attitude seal 
ude Scales es measure on 
to illustrate the matter. | ane altitude toward some object, In fiviiueieresncee afi an individual 7 or 
gro regated or summed | ns€s to the various scales 
— ts. Suppose they have responded by BIVINE rans J nay PO ne responses to th ‘0 Provide a single attitude for the, individual. 
Let there be fifteen respondents. suppost — giuilarly. 6 18 aftitud © various scales may be aggregated or summed 
to the alternative (a) as follows: io provide a single attitude for the group, 


mese scales are of three types: 
(a) Likert’s Summated Scales 


(b) Thurstone’s Equal Appearing Intervals Scale 
(c) Guttman’s Cumulative Scale | 





















= 


Likert's Summated Rating Scale is set of attitude statements of which all are 
considered or approximated as equal attitude value and to each of which subjects 
respond with degree of agreement of disagreement (intensity) carrying different 
scores. These scores are summed and averaged to yield an individual's attitude 
score. Under this method, each respondent's ranking is found out by totaling 
his scores on all the statements (usually 5). To illustrate this. let us have the 
following example: 





(Total No. of respondents = 15. No. of Priorities/Ranks = 7, i.e., a to g) 








Weighted Score Value (WSV) is calculated as follows : r pee 2 id Statement win Ni hin = me : anaes 
‘ates 3 1 0 
Bs rc and 5 1 0 
4, | Bifect << 
a a 







In the same way, the total weighted score value for other alternatives can be | 
calculated from the responses obtained against each component. Suppose they 


This procedure, however, suffers from following drawbacks: 
are as follows: 


1. Ties in ranks occur quite frequently. There may be several respondents 
with total scores of 0,1,2,3,4,5, who cannot be ordered in relation to one 


another. 
Altemative | 2. It does not throw light on the different way in which given scores may 
TotalWSV  —CS~SYZS 30 70 55 60 as | be obtained. Different combinations of the score imply differences among 
The total weighted score value of alternative (d) is the highest. Therefore, alternative individuals who are not revealed by this procedure. | 
(d) i.e., ‘lack of support from workers’ should be the attitude /opinion of the group 3. It is not possible to determine whether the scale is unidimensional or 
of respondents. multidimensional, i.e., whether the statements are measuring only one 
property or several properties of an attitude. 
4. 


For the measurement of attitude, we can use various statistical tools. Sine 
attitudes are psychological variables or qualitative variables, the first and 
foremost task for the rater is to assign numerals to objects, events or person 
Use of Likert type of scale, Thurstone scale, etc., help the interviewer to ass 


Mme 


In this seale, all statements are deemed to be of equal attitude value. 
This method orders the individuals on the basis of their total scores and 
hot Statements. 
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Likert's Item Analysis 


In this procedure, respondents are asked to respond to a certain number 
statements (which is usually restricted to fifteen). Reply to cach statemen; 


is given in terms of five degrees of agreement OT disag 
agree’, ‘Agree’. ‘Undecided’. ‘Disagree’. ‘Strongly Disagree. 
becomes a scale in itself having five points on U- 
strong approval and the other end is the strong disapproy 
are many intermediate points. The respondent 
statement where he stands on this scale. The tot 
is taken as the measurement of his attitude. St - 
or unfavourable. For favourable statements. values give 
unfavourable statements values are 1.2.3.4.5. 


The following example will illustrate this: 








The construction of this scale being very cumbersome and time consuminy 
is usually avoided. Moreover, scale values assigned Lo statements are influencet 
the attitudes, background and intelligence of judges who may see things differ 
from the actual respondents. This scale also does not allow subjects to CX 
the intensity of the feelings of the respondents as they have only the choit 
indicate their agreement with the finally selected statements. 


Thurstone’s Equal Appearing 
of 2 group on a specified issue 
@pimions or items on < scale are allocate ance 
wath the attitudes they express. Following steps are necessary to consid SA) 


Thurstone attitude scale. | 


isagreement, viz., ‘Strongly 
Each statement, thus 
At one end of this scale ts the 
al; between them th 

indicates with reference to eg 

al of his scores on all Statements 
atement may be cither favourable 
are 5,4.3,2.1 and for 























: ve J 
Intervals Scale attempts to represent the attitug — 
n the form of frequency distribution. The various . 
d to different positions in accordance © 


~~ 


Brief statements expressing attitudes about a particular issue are 
gathered from current literatures or are especially prepared for this 
purpose Tne statements should cover different range of attitudes from 
extremely favourable to extremely unfavourable and also include neutral 


-~-+he 
- 


Statements. 

Statements are given an arbitrary number for identification and a group 
of judges are asked to sort those into several piles. 

After sorting. a complete tabulation is made to determine then 
times each statement is included in the several piles. i 
The scale values for each statement are determined graphically im the 
form of an ogive or cwmuuative frequency curve. 
The final scale is then made, selecting fifteen to twenty statement 
(preferably those on which judges have had least disagreement). 
Respondents then are asked to check only those statements with whit 
they agree. 


nber of 
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‘s Cumulative Scale is made 
‘ UP Of a relatiy 
ely sm 


ae have sie i their UNidimensional; all number of statements 
meas es th se otisect a The scale is known wi Le unidimensional scale 
agree ; t r statements rable Statements are theor a 
gith all On voided for Ite ene leseer’ degree of fone Presumed to agree 
ecale 'S aise BVGIGES tora complexity ce of favourability. Use of this 


other scale to measure the attitude is Sori 


which !s normally used to measure highly itech oe ae of Bogardus. 
uceés. 


a Organizations can tum 
TK life and keeping pace with 
areas of attitudinal changes 


sch change into advantages, €nsuring quality of wo 


- The fi 
are HRD intervention. or 


(a) Attitudes towards perceived threats t _ 
scale efforts to reduce trade union ear ag and other large 
ion 


b) Attitudes towards methods of 
Pr focal bargaining mae negotiations. whether by collective or 


c) Attitudes towards working condi ; ini 
| for the discussion or regulation a in ae —sA 
(d) Attitudes towards workers’ training or promotion and towards education 
in general, as means of improving management and industrial skills 
As explained earlier, economic restructuring, market globalization (eicmiatonal 
quality system standards, etc., have, inter alia. prompted the Indian Grvanizdiore 
to go for radical organizational restructuring, which among others eat for he 
adoption of TQM principles in managing the human resources. TOM. inter alia, 
calls for total employee involvement (TED, employee empowerment, pe ae 
of small group activities (quality circle forums), value engineering teams. etc. To 
translate the TQM requirements into corporate practices, therefore. requires a 
lot of attitudinal changes at the top like. developing flatter pe of organization. 
delayering delegation and information, organizational culture, where every emplovee 
needs to be considered as a member of a well-integrated family. To infuse these 


attitudinal changes both at the top and at down the level, it is necessary to adopt 
following HRD strategy. 


(a) Employee Empowerment: Empowemnent is to give evervone—instead 
just people with certain positions or certain job uWes—the legitimate 
right to make judgement, form conclusions, reach decisions and then 
act. Empowennent, therefore, calls for employee participation in day- 
to-day problem solving and innovation. Traditional participative forums 
(Works Committee, Joint Consultative Machinery, etc..) restrict employee 
Participation in operational areas. However, empowerment demands 
employee participation in each and every corporate functions, so much so 
as to accept that the employee is not a mere seller of his time and labour tor 
a contracted sum of money. The empowered employee acquires necessary 
skill and authority to make decision concerning quality and productivity. 
They initiate changes on their own, Empowerment changes attitude of 
the employee as it develops employee ownership and commitment. 
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(b) By Promoting Quality Circles and Zu 

Participation: This strategy is used sone oa 
oyecs. 

facilitate personal involvement of emp! * by JUSE miata uni 


d origin “a 
7 hed er pee nie group of workers, voluntary 
of Scientists s) as 


tics within the workshop to which th 
performing quality control activites participation of cach an 


‘oluntary 
belong. These small groups. with eee ously engage themselves 


continu ; 
every member of the a are They have the total participation 4 
ro = : 
promoting quality con 


{the organization irrespective of thelr hierarchical levelg 
the members ol the or 


{ self-develo ; 

s the concepts © PMent 

Quality circles, in reality. enCOMn PE e ove, reinforce quality cont 
* a = 


ncept of qual 
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, will be followed only when th 


€ Int 
tae sliclaleS in the first stage, €rviewers are prima facie satisfied with 


ca 


eloping the Culture of Toy 
ise attitudinal changes anq to 


andidates. However, fora sut manizatlons conducts preliminary interview 
met clect the ri tht fein Subsequent interview, a committee of executives 
110 selec &nt candidate(s). For managerial and executive positions 


ce of consultancy organizations with subject 


for | y 
rnc 


izations prefer lo retain the seryj 
ot in the selection committee, 
expr” 


Iipes of Interviews 


a at 7 Meet ce own as structured or standardized 
ssess the candidate’ 
and stability, industry, ability to get ate’s emotional strength 


along well with oth a 
echni Even though the co willingness to accept responsibility, motivation, etc ers, self-reliance. 
t ques. bps 


ct or Non-D . 
to survive under compelling “ad ideological barriers. It has gaineg (b) rae Se pitts Interview: This type of interview is meant 
and wide, cutting across cultura’ 2 dustrialized nations and among the for helping the candidates to feel relaxed and free to talk. Interviewers 
popularity gradually in most of the “ being one of the fast developing become listeners and allow the candidates to reveal their personality, 
developing nations of the an ‘elated to the increased employee in-depth knowledge in a free and relaxed atmosphere. 
ca ; 
nations, is no exception. be and hence it is used as an important HRp () Direct Planned Interview: It is a simple question-answer session to 
motivation and Lumen: knowledge. skill, creative abilities, talents ang ascertain the suitability of the candidates. 
tool in an 2 eae values, attitudes and beliefs of the workers and/or (d) Stress Interview: This interview assesses the candidates’ emotional balance 
aptitudes eel organization represent {he human resources in more under a situation of tension and stress. Such tension is, therefore, deliberately 
individuals o} th created by interruptions, provocations, silence. criticisms or even by firing 


‘nvolvement of employees through g 
r s. QCs ensure total invo | 

‘ of sl ioe Jaane Experience shows that many organizations questions. Interviewers in such a situation deliberately become more 
number > unfriendly and even, at time, hostile. Such method is often adopted for 


ucceeded to improve their productivity by QC activities. Increased 
have suc the selection of executives, who are required to work under stress.. 


loyee motivation, which 

a jeved by the increased emp 

roductivity can be achieve like complex planning 

OCs can better ensure than any other methods Ps (c) Group Interview: This method is intended to assess the leadership 
UW ability of the candidates. Generally, a topic is given to the candidates to 


rigorous execution, etc. ) 
or By Imperting Knowledge and Value-laden Attitudinal Changes ip discuss among themselves. The interviewers remain in the background 
= to assess the best leaders, their initiative, poise, adaptability, awareness, 


Training: Organizations need to focus more on training on human 
interpersonal skills, ete. 


relations areas like, leadership, spermine mova ae | 
. e . 
knowledge inputs gradually r einforce the sams po ; ey with the () Panel or Board Interview: Several interviewers collectively interview a 
(d) By Focusing More on Team Spirit: To integrate emp'oy candidate to rate his/her attributes. Generally, such a panel consists of 
several experts and each of them interviews a candidate only in those 


organization, the focus should be team spirit. This initiative is further 
areas on which they have the requisite expertise. 


strengthened when we simultaneously ensure a sense of belongingness 
For conducting a successful interview, interviewers should be adequately 


among the employees. 
competent and trained. Interview should be conducted in a suitable place. It 
should be well planned; job descriptions and information about the applicants 
| ‘ormalit Should be adequately studied. Interviewers should be free from any conceivable 
Such purposes are classified under three categories, 1.€., obtaining inlorm at Prejudice. Interviewees should be allowed to feel relaxed and the beginning and 
from the candidates, giving information to the candidates and finally to moti €nd of an interview should be made in a best possible friendly manner. 
the candidates. The first purpose is intended to get information from candidal The limitations of a traditional selection process like failure to select the right 
regarding their background, experience, education, training and interes Persons for the right jobs or too much emphasis on written tests and interview 
evaluate their suitability as per the requirements of the organization. The seco™ 


an, Ui Tesulted into the development of psychometric method. This method enables us 
purpose is to provide the candidates information regarding the organiza Ms. quantily the attributes, adding which we can select the candidates in order of 
philosophy, personnel policies, etc. The third purpose is to establish a 


fr) elr merit, Many organizations today are making use of this method to ensure 
relationship to motivate the prospective candidates to join the organ ae Proper Selection of their employees. 
However, all these purposes being successive stages of interview, the subset 


si 


Interview 


Scanned with CamScanner 








Industrial Management 


Induction 


After the selection of employees, the first st 
life. Induction or orientation programme of 


them to the organization 


an organization isa process lo gulde ay 
4th the job and the organization, This 
and conditions of employmen 
nfidence in the minds of the 


cp is to orient 


counsel the employees to familiarize them * 
process helps an organization to clarify the terms 
specific job requirements and also to inculcate Co 
new entrants. 


Objectives of Induction Programmec* 7 
; y are: 
uch a programme norm ) 
= ee era ee with the organizational environment, expos 
1. a = ae mission. ‘history and traditions of the vacraieiminice its 
achicversain and future challengcs. its personnel policy and expectations 
from the new employees 


crea i i ds of the new employees 
gsitive attitude in the min 
ae S ss in the new employees enabling them to 


_ To create proper awarene | 
: understand the business of the organization 


4. To provide opportunity to interac 


with other managerial employees of the organization 


‘Components of Induction Programme 


A good induction programme should contain 
distributed under organization S point of vi 


following areas which are conveniently 
ew and employee's point of view. 


Organizauon’s Pot of View | 
History, mission, objectives and philosophy of the organization 
Its product. production proces 
Its past achievements, presen 


Structure of the organization an 
y and decision-making process 


other miscellaneous policies, practices 


s, operations in 


=, 


Delegation of authorit 
Personne] policies, 
regulations 

7. Job descriptions and responsibilities 
8. Expectations from new employees 


i. 
2 
3. 
4, 
5 
6 


Employee's Point of View 

Job responsibilities 

Office procedures 

Grievance handling procedures 

Salary and perks 

Service rules governing hours of work and overtime 
Rules covering probation, confirmation, promotion opportunities, 
etc. 
7. Retirement and superannuation benefits 


On Ao tv 


we 





t with other fellow employees and algy 


volved, state of technology 


t status and future growth plan ‘ 
d the functions of different departments 
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gmployee services and welfare activit 
employee's participation tn ornan les 


g. 
0. performance evaluation 


0 
roup activities, question schemes | 


<in [Induction Programme i 


juction programme essentially inyo| 
an int Olves following steps: 
ps: 


rientation 


to orich 
ose of such general orientation pro 


A » minds of the new employees and als 


organization. 


Specific Orientation 


s is intended to. help new employee 
B onment. The supervisor or the tree ie Patt * pn? cle sll 
ona round to his place of work and impart vocational uid € employee takes him 
nature of work. He is also told about the ecchmnsiogy : ie deere a col 
facilities available in the organization and also about Nees ag and other 
and customs and specific expectations from an employee Siipati oe 
managcrial employees, targets and Key Result Areas (KRAS) f or executives and 
given lo make them aware of what organization expects oo of them are 

















Follow-up Orientation 


is orientation is conducted after some time of initial induction of an emplovee 

Bape cry within a period of six months or so. The purpose of such ne 
give guidance and counsel to the employees to ensure that they are reasonab 

satisfied and gradually settling down. ’ pahly 


mployee Socialization Process 


} Employee orientation and induction is also called employee socialization process 


a Bey's world, socialization is a continuous process due to the fact that the 
ations have become dynamic. For the new employees, Decenzo and Robbins 


1999) identifie 3 
ys: entilied that the socialization process involves three distinct stages as 


2 ¥ 
Be Arival Stave 


! thi Slave - 
5 Slave, an individual employee comes to an organization with certain values, 


Utudes ; * 
“es and expectations. At the selection stage only, an prospective employee 


ieee 5 lc nae 
be enabled to understand to what extent his perceived mapping gets along 


the orgy: f 
the . Banizational culture and systems. It is the duty of the persons involved 
Selection process to facilitate this, Nowadays because of the availability of 
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information about organizations th 
Internet, an enthusiastic individual m 
the organization. Therefore, itis better 
he understands about the organization 
information with the reality. This helps the in 


a, Including Websites P 
av also have some preconceived ideas Ahoy 
to first understand from the individual} Wha 
and then help him to synchronize th 

dividual to tale the right dectsig, 


rough different medi 


an individual, are reaffirmed thro, 


, dichotomy between the emplo 
jon programme. an to be properly. identifi 
izational perceptions. needs to prop ed any 


ased socialization process. 


Encounter Stage 


At this stage, percep 
a well-planned induct 


perceptions and organ 


tions earlicr gencrated by 






Gg if 


| mal ¢ 
Rik il 
) re eco for Job mobility for employees math 


ca 
| ‘i fortunately, 















ng | 
h ec. However, & weak induction pro 
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g, Recent economic liberalization 


mare” ol (he Way for the entry of multinat Sramme of the Government of India 


, fias further Intensified 
it philosophy inter al the c petition. Deve] 
ae Ice mix of an or alla, Is alse demanding ieee aaa opti) 
scrviC £anization. All these fsgether fe in product 
ave now increased 


kn 
nd degree: owledge and skills of appropriate 


’ 


Ul 


ne services of consultants and psych 


removed through incre , 
ploy 
, «confidence and sense of belon 

Metamorphosis Stage iiding : gingness in the mi 
: ase of socialization. employees understand the organization ults 10 at ter eh Subsequently the scree seer bg 
At this final stage with it. Employees develop a sense of belongingness any moncy for ‘ iz a uch experience js IRE cork a colossal sum of 
Is and objectives. units. Very T ecently a leading Tata organization has lost a few haar ees sector 
* undreds of their 


identify themselves 
become contributors to achieving © ; 

However, aS explained earlier, socializ 
organizations are now required to £0 for res 
now and then. keeping pace with the changin 


rganizational goa 
ation is a continuous process, 


tructuring and reengineering ey, 
g environment. 


Placement : i 
After the initiation programme is OVCT. an employee is put toa specific job, f; 
which he has been selected. Most of the organizations put new employees ¢ 
probation for a specified period after which they are confirmed or made perma 
provided they match the requirements of the organization. Personnel depart ne 
periodically reviews the progress of such employees getting feedbacks on th 
performance from their controlling authority. Some organizations also have a sys ¢ 
to extend probauionary period, if the employees fail to match to the organization; 
expectations. Such second placement is 


known as ‘differential placement. _ 

Placement is defined as assigning employees job profile for which they have be 
identified as suitable based on the selection techniques. However, such definith 
would be meaningless, if a particular employee is recruited against a particuk 
vacancy. Generally, the question of placement arises when a group of trainees 
recruited. Organizations, to identify the true potentiality of an employee, in sut 
cases, make provision for short-term placements, during which phase, employe 
are allowed to work on differe ami 


nt jobs through a systematic job rotation programm: 
However, at the later stage, the permanent p 


lacement is effected matchingy 
with the employees’ competence, knowledge, s * fc 


kills and interests, Other forms! 
placements have been discussed in the chapter on Transfer and Promotion. 











Importance of Induction and Placement . 
Common use of higher technology, increased level of knowledge and § | 5 oft 
new job entrants, production restructuring and flexibility coupled with percep 
change about human resource, which is now considered as the most impor 
resource of an organization, have now transformed labour as an item for compe ie 
sale and purchase. However, despite the problem of unemployment in India, U 
still exists a dearth of knowledge and skilled workers and so also executives? 















Some organizations, on the contrary, do n 
progress of the new 


_who get permanent aut 
employecs W omatically aft 
tenure. despite the reason that they are Ae letion of their probationary 


Thus. a good induction and placement programme is needed t 
oO ensure 


employees retention by keeping their motivati 
getting rid of the unproductive employees UG eee at the same time, 
: | anizations. 


SUMMARY, 


Recruitment, selection, induction and ] 
’ ace rtan 
hiring manpower from external nctifies. an eee 
resource planning, identify the manpower requirements k i ie 
corporate objectives and strategies. lia dis tata 
After the assessment of man 
+ power requirement, it is rtan 
pent to what extent such requirements can be met from ie oe - 
‘es eee. Eg oi lactate After this exercise is over sAditenal 
S, lf any, have to be met thr i 
While doi ough external hiring. 
ae ong external hiring an organization needs to follow certain apa 
, recruitment, selection, induction and placement. At all these stages 


certain norms are required to be followed to ensure proper selection and 


placement. 


Key Words 
MeWords 


I 

Sp canpeielgiae This is the process of hiring from within the organizations. 
honuihene i , organizations try to internally man higher managerial vacancies 
existing a xisting employees. In those cases, organizations need to develop their 
ithe cepa by adopting suitable training and development functions. 
ofthe | al. 6 heb nans may not necessarily always ensure the availability 
Slalatiie ra alents internally. Organizations are then compelled to recruit from 

irces, mentioned above. 
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REVIEW QUESTIONS —— 
1. 


2. 


10. 





Patterned Interview: This is also known as structured or standardized interviey, 
It is intended to assess the candidate's emotional strength and stab ty 
industry, ability to get along well with others, self-reliance, willingness to Accept 
responsibility. motivation, etc. tn | 
Non-directive Interview: This type of interview is meant for helping thy 
candidates to feel relaxed and free to talk. Interviewers become listeners | ‘| 
allow the candidates to reveal their personality, in-depth knowledge in a § 

and relaxed atmosphere. ; 


Stress Interview: This interview assesses the candidates’ emotional bala te 
under a situation of tension and stress. Such tension is, therefore, deliberg tely 
created by interruptions. provocations, silence and criticisms or even by fij,- 
questions. Interviewers in such a situation deliberately become more unfrjenay 
and even. at time. hostile. Such method is often adopted for the selection « 
executives, who are required to work under stress. . - | 
Follow-up Orientation: This orientation is conducted after some time 0 “Initia, 
induction of an employee. i.e.. preferably within a period of six months or sg The 
purpose of such orientation is to give guidance and counsel to the employees; 


re ,) 
eS If 


ensure that they are reasonably satisfied and are gradually settling down, 
Metamorphosis Stage: This is the final stage of socialization. At this stag. 
employees understand the organization and identify themselves with 4 
Employees develop a sense of belongingness and become contributors to achieving 
organizational goals and objectives. * 










































- SS ee 
—— == —— 


Define recruitment. What are the important recruitment functions? Why are sy: 
functions important for an organization? a | 
What is internal recruitment? Why is it important for an organization? Do you thi 
it is necessary to have a recruitment policy for an organization? Zz | 
What are the different recruitment processes? Briefly state their merits a 


: 


demerits. . 


Briefly discuss the importance of selection process and mention the steps invol 
in such process. a 

You have been retained by an organization to select a few management trainé 
What process do you think you should consider and why? . 

What is the objective of an induction programme? What are the important a™ 
that need to be considered for an effective induction programme? = 
What are the different steps involved in an induction programme? n what ¥ 
in recent times, have induction and placement become important for Iii! 
organizations? 

Define attitude. Why is the study of attitude necessary for HRD profession? ) 


What are the different tools for attitudinal measurement? From an organZ y 
point of view, discuss in detail at least two measurement tools with due emp 
on their relative merits or demerits. eg 


You have been retained by a company to study the attitude of their ifty emt | 
on the recently introduced pension scheme. Develop at least five st 1c {Ure 
ended questionnaire, using Likert’s Item Analysis Scale and interview Mle @®% 


Analyse all the responses using Factorial Method and measure the attitua 
employees <i 
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shorl Notes: 

(a) pifferenial Placement 
(b) Job Rotation 

(c) Probaltlonary Period 
(d) Follow-up Orientation 
(ec) Stress Interview 

() Application Blank 

(9) Deputation 

(h) Successive Hurdles 
(i) Cumulative Scale 


a) Summated Rating Scale 


(k) Equal Appearing Intervals Scale 
(I) Employee Empowerment and Attitudinal Change 
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LERRNING OBJECTIVES 


After reading this chapter, a student n ould be able to: 


aracteristics of direction 
© understand the meaning and char 7 


© be familiar with the definition and concepts of motivation . 


. ivating employees | 
® understand the process of motivating employ . | 


e realize the importance of motivation and its relation to employees’ 
morale and productivity . 
know the different theories of motivation ‘ve 


INTRODUCTION 


mer 

i ing the concept of management, we have 

oe ear me about the directing function. Direct! ona i| 

a managerial function initiates organized action with the Pu | 
of fulfilling organizational objectives. A manager acco a 
organizational goals and objectives by directing. Direction avolve 
issuance of directives and the guidance to subordinates; hence { 
is an interpersonal aspect of the management. Throug n fetes 
direction, an organization tries to create an appropriate work 
culture to reap the dormant potentiality and creative tale nts an 
abilities of people. Since, it requires understanding of hun 
and behaviour, direction inculcates beliefs, hopes, ambitions ant 
interaction pattern. 


4 
‘ e 


ft 


tise 


? 


MEANING AND CHARACTERISTICS OF DIRECTION 


To understand the meaning and characteristics of direction, 


us first review some of the definitions of direction given by soll t 
renowned authors. 


x otis. 
Urwick and Brech defined direction as ‘the guidance® 
inspiration, the leadership, etc.’ Theo Haimann consi , | aH 
‘the process and techniques utilizing in issuing instruc on a 
making certain that operations are carried out as es Ald. 
planned.’ Direction has also been considered by Kone 


Mc 


‘ 
i 


pone! 


1) 
J 10 \ 
lec prise 


direc tn ae 


. With this introductory discussion on directio 
discuss on motivatio 


of direction. 


To motivate means to incite. It is to 


fom 


aylor, Mayo, Follet, F 


7 princip 


vation 


E’~S 


[ Direction and \\ lolivation in € Irgani zation 


t of 
effectively ene by which Subordinates are 
fii effictently to the attachment of 
crefore, Categorize the elements of 


| as the Interpersonal as ec 
derstand and contribute 


objective. All these definitions, t 


Issuing Instructions 
Supervision 
Molivalion 
Leadership 
Communication 


Some of the characteristics of direction are: 


Direction follows the 


Direction does not end just by giving instructions; it also calls for 
ce of subordinates, i.€., supervision 


all hierarchical levels in the organization. Every 
manager at his/her level of function needs to give direction to people, to 


als and objectives 


motivate and lead his subordinates 
Direction essentially deals with the human factor 


n, subsequent three chapters 


n, leadership and communication, the three core functions 


_ MOTIVATION IN ORGANIZATION 


create a desire to do a thing or to create a 


which we want a work to be done. It is distinct 


pacity to work. Yet in another way, it can be defined as a force that gives 


&ness to work in the manner in 
the ca 


to to behaviour—or influence the behaviour to do a thing. It is feeling or urge 
do 


OF Not to do a thing to fulfil certain needs. Various management gurus like, 


ayol, Maslow, McGregor, Herzberg, Chris Argyris, McClelland 
ave contributed to the theories of motivation, Here, however, 
al concern is to consider only behavioural aspects of motivation. 


Many others h 


V e e 
™Otivation Elements 


al perceptions of all type of employees throughout the biaionads = 
Bing in response to a number of key variables, The nonvendions) ae ~ an 
*reers, either extrinsic or intrinsic are gradually loosing importance. Whe 
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irection , 
trial Management ; and Mopin, i...» —— 
a gecond phase of motivational “Olvation in Organization 135 
, individual again varies with time and space, In] (he tegy to clog 1 Proces 

eactily can motivate an hq 7 . gtralepgy 10se the S, or 
sete is not at all possible to identify and indicate one single motivational tet "pra avative ways to dloee a need gap ot ations try to identify 

sO, . * c & ’ = 
commonly applicable to various cross-section of employees. However, Wwe rs 0] ne y in se deeainle: Oia ip ak n gap with their employees, There 
trv to appreciate the relative importance of one or the other tool for a partion) \ ai" i 10 (alee alia deferred eed for an Increase out Impatring the budget 
scement of employees belonging to some homogenous organizattons, at qt! well py ret erie Aa ati, le, On-Wage Lan Pay structure can be 
7 q | ‘ : r , « 

Here we have discussed motivational elements in detail, supported by varig (" (lt sult nl rly Important. fo 0 the curr pay Patera Cost (NWLC) and 
leading theoretical and empirical works. NE yy particulary lor those Organization. ucture of the employees. 


quits A exploratory age group (less than t lons who 


rty- 

Theories of Motivation "4 | Caan end motive the deve cone 5 

il ; rewe c 00 roper 
By now it has been established that motivational factors are percelved Needs op ui he ee reduced, by adopting ir caer. Similarly, sl i She Sarcoma 
the employees, satisfaction of which contribute to employees’ performance a “4 | ccdls Yee foster creativity and growth Ing Organizational Structure, which 
productivity. However motivation, per se, can be better defined as a procese . : gyno ° the third phase of mot; ; | 
governing eee This process may be internal or external to the individy a qhus. 12 vational 
that arouses enthusiasm and persistence to pursue a certain course of . |-d 
Motivation process starts with a physiological or psychological deficiency or aie 7 vity of employees. which furthe 
that activates a behaviour or a drive that is aimed at a goal or incentive, All ie Ft mot 
definitions, therefore, authenticate that motivation is a behavioural syndrom Li 
which develops when there is a perceived incongruence in employees’ needs ‘ 
expectations. With the widening of such perceived gap, employees feel demotivates emer gills 
and reduce their level of performance and productivity. On the contrary, if the node! a 
gap gets reduced, employees feel motivated and contribute their best for achieving 
organizational objectives. From the organizational point of view, motivation Pro. 
cess follows certain defined steps, which as a continuum, need to be Perlodicaln, 
reviewed and strategized to ensure the proper renewal of the process. This helps 
to maintain the motivation of employees, which are evident from their behavioura} 
congruence, matching organizational objectives. | 


In the first stage. it is important to identify the need deficiency of employees, 

if any. Need deficiency centres around extrinsic and intrinsic needs. Extrinsic 
needs are those which are related to material and tangible gains. Increased pay, 
incentives, bonus, better medical facilities, better retirement benefits, better canteen 
facilities are some examples of extrinsic needs. Intrinsic needs, on the other hand, 
are those which are related to the mental satisfaction and are abstract in nature, 
Increased status, challenge, sense of belongings, scope for growth and creativity, 
recognition, sense of achievement, etc., are examples of such needs. Identification 
of need deficiency is possible through direct observation of employees’ behaviour 
and through a survey using structured questionnaire response. However employees, 
by and large, feel sensitized about giving responses to a survey questionnaire, 
obviously fearing they will get identified for giving any response that criticizes 
organizational policy. Confidentiality in survey responses can be ensured through 
a secret opinion poll, where questionnaire does not require any employees 
identity. However, for better results, it is always desirable to integrate survey 
findings with personal interview, which can be in the form of an open discussion 

with employees by their respective seniors. Some organizations try to doc mer 

such information from 360degree Performance Appraisal, incorporating certan 

items in the appraisal form itself. The existence of need deficiency can also be 

understood from the trend of employees’ performance, developing a perfo mance 

index or productivity index. 


mostly employ young 
Similarly, making pay 


behaviqn oe Organizations enforce 
rditice ur enhances Performance and 
nce compensation Strategy and 
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Figure 5.1: Motivation Model . 


Important Objectives of Motivation 


Motivation enhances performance and improves productivity. Therefore, motivation 
lulfils following important objectives of an organization: 

i) Motivation ensures productive use of resource. Physical, financial 
and human resources are the important resource constituents for an 
organization. Proper utilization of such resources is only possible when 
people in the organization fee! motivated. Motivation leads to goal-directed 
behaviour, which in turn facilitates productive utilization of all such 
resources, Important measures for the productive use of resources are 
Total Factor Productivity Indices and Labour Productivity Indices. 

lli) The second important objective of motivation is increased efficiency 
of people. Efficiency of motivated people increases, as it a ae 
their willingness to work. Increased efficiency also contributes to cos 
reduction, 
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(iii) Thirdly. a motivated employee also becomes quality nd 


pehaviourally he identifies himself with the organization ee away try, 
to take an extra care for his jobs. Motivation, therefore, also s "eM they 
quality objectives of an organization. Mig 
(iv) Fourthly, by promoting goal-directed behaviour, motivated cmPIOYeRS al, 
help to realize organizational objectives and strategies. { % 
(v) Motivation also promotes friendly work culture, increased morale, ing eae 
sense of responsibility, sense of belongings, integration of individual {den 
with organizational identity, team work, participative decision Malin! 
etc. All these together create an environment for creativity and Growth " 
truly transform an organization as enabling one. = A 
(vi) Finally, motivation ensures organizational stability by reducing employ, 
turnover and absenteeism. 



























MOTIVATION LEVEL 


— D E F 
Mechanism of Motivation ; _ | 
° 4 
The word. ‘motivation’ is used to describe the drive that impels an employes , | ats 
work. Therefore, the process starts with physiological (extrinsic) or Psycholg ue Figure 5.3: Different Motives 
(intrinsic) needs, satisfaction of which activates the drive to achieve a Sal. Thy, (A, B, C, D, Eand F denote different motiy 
the mechanism of motivation starts with a need, which activates a drive toy : i promotional opportunities, fi, €s, which may be compensation 


a goal. This we can explain using Figure 5.2. 


, 


Needs ————______» Drives —————————» Goal ‘ a 
| | 1 ibareto principle suggests every prob] optimize the motive Strength as 
v 


em (for us it is the motive strength) is 


. ) a : S are not equally important. ‘ 
(Physiological (Behaviour with (Achievement of individyyp al cag hace eae, by taking care of 10-15 per cent of ast eee 
. if * ] : - ’ 

or psychological) Positive attitude) and organizational goal) anage uce the need gaps in 70-80 per cent ar 


Figure 5.2: Mechanism of Motivation i 


diagram looks as follows: 
At this stage, it is important to understand the basic differences between th 


Oe a 
terms motive, motivation and motivating. Motive is the inner state that activate ml | | 
and directs the behaviour of individuals towards certain goals. The inner stat ae at 


of an individual is created out of the perceived need imbalance. The degree 80 
imbalance decides a strong motive or a weak motive and accordingly, an individus 70 | 
propels himself into action. Thus, motives create drives that energize people inijy|— 
action. While motive energizes action, motivation is the actual action or wor 60 
behaviour. The degree of work behaviour decides the level of motivation. Ifa 
employee performs well, putting his best efforts, we consider his motivation# 
high, whereas, in the reverse case, we consider it as low. Motivating, as is ust 
in motivating environment, implies inducements to energize work behavioil 
This is a managerial role, as it satisfies both individual and organizatio al net is 
Mangers always try to sustain the motivating environment to get the work dont 
an effective and efficient manner. For this purpose, managers need to undersial 
the degree of motive strength of employees. We have already explained the pre 
of identification of need deficiency. Since, needs or motives are the reason | 
a work behaviour, the managers, for effective decisions, need to plot the MOUs iS 5.4: Pareto Graph 
with the degree of importance, which can be done in the following manne! 
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oe yf directing function of or ntific 
dy explained. motivation is a part of air g ganiza , scic 
As already ers act as good motivators, he/she can influence the members 9 : Mart agement 
bbe cama feel motivated and deliver the desired results. Thus, Motiva vase incentives 
exerts the | ‘learned influences on human behaviour.’ It is the degree to Whic ’ 


individual wants and chooses to engage in certain behaviours. Why is mag 
behaviour so important in trying to understand and influence motivation? m4! Th 
answer lies in following reasons: t 
e Every individual has a set of needs and a different set of goals 
¢ Individuals behave in a way as to satisfy their needs and fulfil thejy an | 
Therefore, individuals behave differently 
e Businesses, as organizations, are in a position to offer some aA 
satisfactions that individuals seek, for example, relationships, Senge 
belonging, intellectual stimulation, mental and a as challenge, d 
self-development ang 
For organizations, motivation is important because motivated on 
contribute to: ay 
¢ Higher productivity, (i.e., they produce more for a given level of Tesour 
than poorly-motivated workers) 
° Better quality work with less wastage 
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¢ A greater sense of urgency (things happen quicker when they need ty Alderfer Satisfaction Kelley and 
¢ More employee feedback and suggestions are made for improverieg ERG needs , Rotter 









; r. 


Attribution/ 


(motivated workers take more ‘ownership’ of their ‘work’) 
locus of control 


o More feedback demanded from superiors and management i : 3 . 
¢ Working at 80-95 per cent of their ability ? § 


Lawler 
expectancies 
Theories of Motivation | 
We have already discussed theories of motivation in brief. Here, we will d ke : 


major theories of motivation with some critical notes. Before we proceed | 
let us examine the process of development of the theory of work motivations x 


given in Figure 5.5. —— 


‘ ie 





CONTENT 
THEORIES 


PROCESS 
THEORIES 














Frederick W. Taylor (1856-191 7) 
Taylor, considered to be the father of scientific management, observed they pI rosperit 
of management and workforce are interdependent. People are inherenth capabl 
to do hard work, but they show such qualities irregularly. To harne SS | sud 
potentiality pay and rewards (incentives) must be linked to the achievement? 
‘optimum goals’. While good performers get rewards and better pay, bad pe rformes ier 
loose on this count. 


une 5.5: Work Motivation 
urce; Luthans, Fred. 1998. Org 
Invin/McGraw- Hill. 


ies 
= 


anisational Behaviour, 8th edition, Pp, 169. Boston: 


Abraham ne (1908-1970) 


Maslow, through his Need Hierarchy Theory established that motivation of 


~ People arises from level 
Elton W. Mayo (1880-1949) a arized as follows: S, a hierarchy of needs. The essence of his theory can be 


Mayo and his associates through a series of experiments, known as" Tawthon a 1, Wants and desires of human beings influence their behaviour. Alread 
Experiments (Western Electric Co., USA, 1927-1932) established that "= i satisfied wants and desires do not act as motivators. People show their 
satisfaction and hence, the performance is basically not economic. It depen) motive or behaviour to fulfil their unsatisfied wants and desires. 

more on working conditions and attitudes, communications, positive. Needs of the people are arranged in order of their perceived priority or 


response and encouragement, working environment, etc. - I 


5 né gem Mp 
fi lerarchy. Perceived need factors of people vary. 
i 
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3, People can advance from one level of need hierarchy to another, only y 
"their preceding need factors are satisfied. To take an cxample, wit nt 
satisfaction of lower-order needs like, physiological and safety, Peo ! 
cannot advance to the satisfaction of belongings or social needs, _ Ply 

4. More the people advance to the higher-order needs, the more they disp) 
their satisfaction and motivation to work. ay 
Maslow’s Need Hierarchy Theory divides human needs into five dist 
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Figure 5.6: Maslow’s Hierarchy of Needs 
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basic working conditions. 
Safety needs ensure protection from economic and physical enviro 
expect some reasonableness in their perceived environment, which mini eee 
degree of uncertainty. Job security, degree of continuity, order, stricta 
predictability are precisely the nature of such needs. Organizations © ue | 
needs of the employees by ensuring a protective work environment, De 
belongingness and love arises after satisfaction of earlier two lower orde: orn 
This kind of needs is also known as social needs. People in this need levé 
al 


a. 
a 


y by nur 







Physiological needs are the basic needs of human beings which are essential I 
sustain or survive. Such needs include food, water, air, clothing, shelter, | 
. From the organizational point of view such needs are met through sal ary alte 
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i © Organization, meppropni 
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cnse of affiliation and 
sO and friendship. Organizatien 

ce “ture lo help employees identyjy 
| sclf-esteem need level, employees 1.1 th 
AG needs. Esteem needs pertain 
pol? | self-respect is ensured by a 
alt’ ih, adequacy, Success, independence Ng compet 
~ from prestige, recognition, acceptarn” freed 
com acialion. organizations, to fulfy Stick ce 


apP ; nts, perfo 

ne werent 2 leedback, Performan 
culture, €™P ' Participation in dectaion © recognition, participative 
making, etc. 


the self-actualization need stage em 
e of becoming. They want to create s €come what they are 
ties and potentialities, Organizatio 


ns 
turing an environment that fosters athe oe 
: | growth. 


of their esteem or 
pect or esteem from 
: ence, confidence, personal 
} eee € respect from others 
: on, status, reputation and 

employees, provide challenging 


capabl 


critical Evaluation of Need Hierarchy Theory 


concepts of needs help the managers to unders 
Ss for inte 


force. _ ; 
Despite above advantages, the theory tier flascd . 
|, The theory has no empirical support. for following reasons: 
motivation. Maslow’s theory was in fa 
and others, as work motivation theory. 


2. Itis not possible to put needs in strict defined levels. In fact, hierarch 
of needs is simply a misnomer. An employee who is motivated ie 


self-actualization need: sti ; 
eae ed 'may still have lower-order needs like food and 


3. The theory is not culturally aligned. It is more specific to western culture 
than anything else. However, work is perceived differently in different 
. culture. Hence, motivations to work are different in different countries: 
sometimes it even varies within a country, from one individual work group 
to another. Therefore, the theory cannot hold good for heterogeneous 
work groups. i 
4. Maslow’'s existential philosophy is questioned as people may not like to 
remain content and plateaued with the satisfaction of their lower order 
needs. They may like to move further up in the hierarchy. 


5. Diagnosing need deficiency for employees, following Maslow’s approach is 
time consuming. Even after such diagnosis, it may not help an organization 
4 to develop a tailor-made model for employee motivation. 
He rz be 


r§°s Two-Factor Theory or Motivation-Hygiene Theory 


Frederick Herzberg (1959), extending the work of Maslow, developed the Content 
y “ory of Motivation. His study is based on responses of 200 accountants and 
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engineers. drawn from eleven industries in Pittsburgh area Using joule be concerned about both { - oe Mo Ivation theref, 
sl) ent of hyglenic factors be at| Clore, Is that managers 
e oc ben 


ng a 
1Nnot guarant. m dissatisfying factors. Mere 
Sence of He © 4 motivating environment. In 
rzberg theory, using a diagram. 


pee incident method, he had asked the samples to respond on (wo ASPer 


‘ 


as follows: yup 
(i) | When did they feel particularly good about their job 
(ii) When did they feel exceptionally bad about their job 
Herzberg found that the samples described different types of conditions fj, 
good and bad feelings. Factors responsible for job satisfaction are quite differen 
from the factors they perceive as contributors to job dissatisfaction, It meg 
that employees are dissatisfied about their jobs not because of the absence of 
the factors that they consider to be satisfying in their jobs. Their reported 


of 


‘a 









Compan 
y Poli 
and Administrath 


feelings were found to be associated with job experiences and job content, Wine 
their reported bad feelings were found to be associated with the peripheral Aspect, 
of job. Since, his study was based on a two-factor hypothesis, we call his theory 
two-factor theory. As his study established that opposite of satisfaction Is not. 
dissatisfaction and removing dissatisfying elements from a job does not nece | 
make the job satisfying, he has classified the factors into two categories: 

(i) Motivation factors 

(ii) Hygienicor Maintenance factors 
Herzberg mentioned six motivation factors as given in the following: 

(i) Recognition oe 

(ii) Advancement 

(iii) Responsibility 

(iv) Achievement 

(v) Possibility of growth 

(vi) Job content or work itself 

Presence of these factors in the job creates a motivating environment but the 
absence of these factors does not cause dissatisfaction. 

Similarly, Herzberg mentioned ten hygiene or maintenance factors as 
follows: 

(i) Company policy and administration 

(ii) Technical supervision 

(iii) Interpersonal relations with subordinates 

(iv) Salary 

(v) Job security 

(vi) Personal life 

(vii) Working conditions 
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Figure 5.7: Hygiene Factors and Motivators 
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Critical Evaluation of Herzberg’s Theory 


Herzberg’ | 
ee “4 b sed oy Us Kind based on field research unlike Maslow’s 
Percherg did hi an rahe on clinical observations (laboratory-based findings), 
Derzherg's stud study to understand motivation in work environment. Secondly, 
Srvironr, y recommends actions for managers to improve motivation in work 

ent. His emphasis on content factors, shifts the focus from traditional 


(viii) Status concept, wI 

; pl, Whe y 

(ix) Interpersonal relations with supervisors , Thircly, fect ‘ see was viewed as the most potent factor for work motivation. 

(x) Interpersonal relations with peers fp by; ab aiciea & had also contributed to the alternative approach to motivation 
ronmel employees ciment, Finally, Herzberg had considered two dimensions of the 


These factors are context factors. Their existence just creates an envl otk. I iced. Ee 
for doing work. However, factors by itself cannot motivate people to we RemeS Was clone iy Madiow é ite categorization into five distinct levels, 
nce, pel ™ é 


Herzberg’s words, their absence can dissatisfy people but their prese we Despite all the above listed berg’ j S 
cannot satisfy people. i lowing criticisms: aka oe ial 
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(i) itis limited by its methodology. When things 0 aseaeie ree la 
credit for the success. Contrarily, they attribute fa xlernay 
environment. ; a 
Herzberg's theory is also method bound. We 
by using other methods. Critical incident method, by nature, May Cayg 
people only to recall the recent incidents oF experiences. Moreover, why 
narrating a critical incident, respondents get wide Nexibility to glve vent to 
their opinions rather than the realities. Thus, according to many SUtVey 
findings were more of opinions than actual happemngs. | 
Herzberg’s model talks more about job satisfaction than job motivation, 
The theory ignores situational variables as it is not backed by adequate 
research in different work environments. 

Even though the theory assumes a relationship between job Satisfactio, 
and productivity, the methodology applied by Herzberg limits its fogy, 
only on job satisfaction and not on productivity. 


“annot gel the same r 
ni) can £ Csi] 


(iii) 


(iv) 


(v) 


Comparison of Maslow and Herzberg’s Models | 


Herzberg's framework is compatible with Maslow’s hierarchy of needs. Masloy, 
referred to the needs or motives, whereas, Herzberg dealt with goals or incentives 
which tend to satisfy those needs. To illustrate, hygiene or maintenance factors 
of Herzberg are satisfied by physiological, safety and belongingness needs g 
Maslow, while motivation factors of Herzberg tend to be satisfied by self-esteem 
It is for this reason Herzberg’s theory is 
often considered, as 
such similarities, there are some major differences between the two theories, 
Maslow’s need hierarchy is a sequential arrangement of needs, whereas, Herzbergs 
model does not have any such hierarchical arrangement. Maslow believed th 
any unsatisfied need, irrespective of its level of hierarchy, can be a poten 
motivation. On the contrary, Herzberg believed that only the higher-order needs 
serve as motivators. | “ss | 
Richard Hackman and Greg Oldham (1975) developed a Job Charac eristie 
Model on Herzberg’s Two-Factor Theory, showing how a good job design can ead 
to internal motivation of the employees and contribute to better job performance, 
The theory postulates that five job characteristics lead to three psychologica 
states, which affect the motivation and satisfaction of the employees. The five job 
characteristics are: skill variety, task identity, task significance, autonomy am 
feedback. i 
Skill variety is the extent or range of skills, abilities and talents of empl yecs. 
The more they are able to utilize skills in the job, the greater the level 
satisfaction. Hence, jobs are to be designed in a way that ensures the util zation 
of wide variety of skills of individuals. Task identity signifies the extent of involv emen 
of employees in the job. This enables an individual to identify himself in the 0 
creation, which gives him a sense of pride and satisfaction. Task significance: ® 
the other hand, denotes significance of a job on the life of others—bo h wit 
and outside the organization. A positive significance of a job gives psyc oop 
satisfaction to the person who does it. Autonomy is the extent of freedom given 
a job. The degree of autonomy depends on the extent of independence give nae 
employee in deciding about job scheduling, formulating the procedures, ecis 
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ack provides the opportunity to 


{king without Interference of oth 
r galisfaction and go also mo 


‘gg (he right or wrong for doin 


qeantngfulncss. Autonomy provides‘ 


their study, which measures the propen 
formula 1s presented below: 


bas = Skills variety +Task identity + Task significance 
= eg WE Af en eg ee oe 

3 x (Autonomy) x (Feedback) 
ERG Theory 


Clayton Alderfer (1972) of Yale University devel 
empirical research. He modified Basti te ae ade to nei Is A 
els an 


labelled them as needs for Existence, Rel 
has been derived from the first sete : posers and Growth. The name ERG 


Maslow's Need Hierarchy Theory in following _ SO ten cet ae 
(i) Instead of five need hierarchi ; 
saan de es, ERG Theory considers only three need 
(ii) — ihee ofc poe rigid progression from one need level 
, ' e€ory assumes that more than one 
i pen simultaneously. This means an employee working = oo 
ie » May even remain unsatisfied in relatedness and existence needs 
ppt gees of ERG theory is that it works on Frustration—Regression 
- “ ; a for any reason, employees continually become frustrated to 
: fi y their needs at one level, they intensify their desire to satisfy lower 
i needs. It is like a failure to get recognition is compensated by the 
esire to make more money. Contrarily, Maslow suggests people stay at 
a certain need level, till they are able to satisfy the same. 


(iii) 


Critical Evaluation of ERG Theory 


ae S pragmatic in its approach, as it takes into consideration the 
family a erences among people. individual differences in terms of education, 
Peed a «ground and culture can alter the motive strength vis-a-vis the perceived 
Need ier, The theory is more appealing, intuitive and logical than Maslow’s 
a — Theory. Despite such advantages, the theory does not offer any 
_ i aapaaen It just indicates that people get motivated to behave in a 
th ar way to satisfy one of the three sets of needs, i.e., the need for existence, 


€ need for 
‘- iced lor relatedness and the need for growth. Moreover, the theory is yet to 


acke 
cked by adequate research. . 


Scanned with CamScanner 


Industrial Management 


Clelland’s Three Needs Theory (nAch, nAff, nPow) or Achieveme,, 
McClella 


Motivation Theory 
David C. McClelland (1976), throu 
University, documented differences 
oe : le in this need category drive to Xe 
(a) Eee —enrigen e a eeeide: They like challenge ang lk, 
: ee competitive environment. They bree hard an ' 
volunteer for work which stretches their sige fs le iat Atego Y of 
eople does not get motivated by moncy. They tec! mo “a ith 
sense of accomplishment and achievement. ne deste’ i. | 
(b) Affiliation Need (Aff): This need emerges from ne . ef fold 
and close interpersonal relationships. Obviously, aes <a Suc h 
needs with satisfying relationships with the sce ae fy mes 
work teams, etc. Since this need group people try ’ er re wath 
the organization, they always prefer to foster a friendly work culture and | 
try to meet their needs through friendly relations. oi } 
(c) Power Need (nPow): People in oe open ated pa Aan ES ee 4 
rs. This need emer lority, 
eee pare this need category look for leadership ae 1 
the organization. | i ral 


gh his twenty years of study at Harvary 
in needs of the people in three Importan 






















= 
y.. 
ay. 


Evaluation of the Theory na 
McClelland highlighted the importance of matching ae ea e 
with high achievement need always prefer challenging jo g mend : here 
people with low achievement need, prefer a job seers ehieven aia 
security and predictability. Organizations by sre! anc . Sor ve nee 
can get the complex jobs accomplished by high achievers. ) - a Wage 
work is criticized on many important counts like, how a sen mee a 
or other associated motives can be inculcated in an adull emp ve . fee me | 
contends that this can be taught, and neers sceatie icnable in the 2a 
can be developed in an adult. This contention Is 5 sa er 
_ McClelland contends that needs can be changed th ugh 

arp aa pane however, psychologists contend needs are permanently 
acquired. a 
Eni Thematic Appreciation Test (TAT) used for the cape a eo | 
is also subject to criticism as the interpretation of responses are ee 
subjective, depending on the personal thoughts and opinions O cae 


: 


: 
| 
| 
| 
| 


, -. : 
Theory X and Theory Y galt tities. | 
Douglas McGregor (1990) of MIT defined organizations as eye ‘al | 
Therefore, organizations can be characterized by their nigra a od acti 
motivates people. The basic hypothesis is that managerial decision ofl if 
are based on certain assumptions about human nature and human neh alll 
McGregor proposed two distinct views and assumptions about nun nf ou! 
A group of people was categorized by him under Theory ‘X’ and pos ae 


yA 
‘+ 
| 


group people was categorized under Theory ‘Y’. Employees labelled as Theory 


* 


work, are lazy, dislike reg 
“done: Employces labelled Theo 


Attrib 
apserved by Maslow are p 
a: 


Pape TIT ere Re emer st ew, a oo 
. : | "4 . ‘ 


| 


eS A ie ET FP ew Wee 


, exercise self-direction, yy 


x-labelled people can be 


utes of different peo 


Theory X attributes 


The average human being 
inherently dislikes work ang 


will always try to avoid work. 


People with such inherent 


characteristics must be coerced, 
controlled, directed anq|. 


threatened with punishment 
(o get work done from them,’ 


The average human being 
prefers to be directed, avoids 
responsibility, less ambitious 
and, above all, likes security. 


For motivating this group of 
people, an organization has 
to enforce strict control and 
restrict the motivational 
reinforcements only to those 
areas that fulfil their lower-order 
needs. a Sra 


. ae 
AAS ab 
% . =, 

vi we 


ons 
p nsibility and they need ee 
ew 
Otlvational im ie creativity, responsibility and 


the context 
Motivated 
d People cg 
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ced to get the 


Cations of McGregor's analysis, 
Ol Maslow’s Need Hierarchy Theory. 
the satisfaction of lower-order 


1 be motivated by the satisfaction of 


ple falling under Th 
resented in the ¢ 


Cory X and Theory y categories 
hart below: = ° 


Theory Y attributes 


People of this group exercise 
self-direction and self-control 


in achieving objectives to which 


they have committed. 


Commitment to objective is a 


function of reward associated 
with their achievement. 


The average human being learns 
(under proper conditions) not 
only to accept but to seek 
responsibility. 


They have the Capacity of 
imagination, intensity and 
creativity in the solution of 
organizational problems. 


Organizations are able to only 
partially utilize their potentials. 


.. People with these attributes need - 
_ to be developed so that they can 
_ release their potential towards 
“common objects. These people, 
_ * by and large, can be motivated 
_| — with the satisfaction of their. 


Heh hs Se na 7 ~ higher-order needs. 


‘ B ieyinl) F 
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or Process Theories of Motivation 
emphasis on the importance of inner needs 
‘vation. On the contrary, cognitive models or process theories of mMotlvation 
a ee ‘c on the idea that people take conscious decisions about their 0 
nan ge a to motivate, the process theory suggests Organization 
must understand how an individual takes decisions and what baok is Puts fo, 
the job. Expectancy Theory, Equity Theory and Peniohmance ; “f me Mo de} 
are the important approaches to understand the cognitive or process theories of 


motivation. 


Cognitive 
Content theories of motivation lay 


Expectancy Theory 
This theory essentially emphasizes that people feel increasingly motivated if they | 
perceive that: | 
(i) their effort will result in successful performance | 
(ii) successful performance will ensure desired results 
Expectancy Theory has different names like, Instrumentality Theory, Path-Go ala 
Theory and Valence-Instrumentality-Expectancy (VIE) Theory. It has its roots in the 


cognitive concepts of Kurt Lewin and Edward Tolman and in the choice behavioy, fF) comp 
and utility concepts from the Classical Economic Theory. However, it was Victor Hw 


tancy Theory, as an alternative to cont . fi 
models, for work motivation, The theory tent a atl interests aMONg the corporate and academic circ] 


models, for work motivation. The theory identified relationships among variables, 
which affect individual behaviour in a dynamic environment. It was an attempt to 
capture how people determine their extent of effort for a job and how such effort 


gets influenced by their perceived expectation. The strength of a tendency to act : 


in a certain way depends on the strength of an expectation of outcome, which fs 
likely to accrue upon the accomplishment of the job. So, motivation is the product 


of strength of one’s desire (valence) and perceived probability of getting some: ning dl 


good (expectancy). We can show such relationships as under: 


Motivation— 


Strength of drive 
towards an action 


Expectancy— | 
Probability of getting it 
with a certain action 


Valence— 


Strength of one’s desire 
for something 


i 
= 


V x L 


Valence is the degree of desirability of certain outcomes. It is, therefore, the 
strength of an individual's preference for a particular outcome, which may either 
be a promotion or a pay rise or recognition, etc., after he successfully accomplishes 


the job. Since people may have positive or negative preferences for an outcome, — 


valence may be negative or positive. Hence valance may vary from -1 to +l. — 


Expectancy is the perceived possibility of a particular outcome. that would 


follow after an action. It is, therefore, the strength of belief that an act W , bs 
followed by particular outcomes. The strength of expectations is based “Dee 
past experience. People expect what will happen in the future on the basis ‘ 


ion 


what has occurred in the past. As expectancy is an action-outcome associa’® 
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ange from Zero lo one. If employees Perc 


yy ral 4s, their expectan Clve no 
, i we xpectaricy ewould foe be zero, whereas, c pry erie 
a sane "yelationshi{p) that th ~ When they fee] Kont-thc: oe onary, 
ree come ey are likely to achi cir experience of 
clio" has used one more term jn between 7 eve something. 

\ 


| 
ess OF instrumentality, Instrumentality ithe and valence, which 
outcome € belief that the first-level 


performance of the superior 


the first-ley 
i ance) is seen as being instrumental] for the secon mone 
p tio . come 
gmo 
4 T perefore the strength of motivation to Perform a ¢ 


su ; 
on tancies. which can be represented ag fo 


Motivation Strength = Vx Ine 


yation of the Theory: It is believed tha 


t content = 
ocess of work motivation, where theories oversimplified the 


pval 
as on the contrary, Vroom’s model 


be twee Nn 


wack individuals are viewed as thinkin 
dimension as 1n § and rational beings, and 
just do not simply act for the satisfaction of their unfulfilled a. as 


Despite such unique features in Vroom’s approach, his Feces aiseines 
for following aspects: 


(i) It needs to be adequately tested in different work environment. 


(ii) Employees may not always take a conscious decision. It was observed 
that they were also prone to take unthoughtful decisions, and later on, 
they tried to rationalize the action with their own logic. 


Linkages between efforts-performance and performance-rewards may not 
be linear. Organizational policies may further complicate the process. To 
lake an example, promotion may be on seniority, educational background, 
etc. . 

The theory is complex. In real life situation, managers may face time and 
resource constraints to implement it. 


(iv) 


Equity Theory 


This theory owes its origin to several contributors like Festinger, Heider, Homans, 
Jacques, Patchen, Weick, etc. However, James Stacy Adams’ contribution is much 
cussed in the literature on motivation. The theory proposes that in a work 
‘vironment, motivation is influenced by one’s perception of how equitably he or 
She is treated compared to others. The theory is also known as ‘Social Comparison 
COry or ‘Inequity Theory’. Perceptively, employees try to reduce their inequity 
TORN such comparison or by establishing a hypothetical exchange relationship. 
Individual accounts for the amount of work he puts in and corresponding 
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rewards he gets for the same. He then compares the efforts and rewards of simi 
placed person in the organization. If equity exists, the Individual feels 4! 
complacent about the situation. In case ol inequity, it propels him Into a4 
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8 









to create a condition of equity. Since inequity propels action, it 1s the MOtiya)" - 1 4 Perceived 
The greater the perceived inequity, the greater the peices lo reduce It, Wht auc of Abilities Equitable 
doing so, individuals can make any of the following choices: l Va 


reward and Traits Rewards 





(i) Change or alter inputs 

(ii) Change or alter outcomes 
(iii) Distort inputs and outcomes 
(iv) Distort inputs and outcomes of others (whom they compare) 
(v) Select a different referent (to compare) 
(vi) Withdraw from the field 


7A 
Intrinsic 
Rewards 














3 





6 










9 
Satisfaction 


Efforts Performance 


Accomplishment 





P| 
Evaluation of the Theory: It is a promising theory of work motivation as J 
as job satisfaction. For this reason, it has generated extensive research q,* 
the basic theory works on the perception in a social comparison process, itis | 
default, dynamic because inequity in perceived perception motivates empl ke 






to restore equity. . “ay = 
However, the theory is criticized for following reasons: 4 Extrinsic 
(i) It is complex and difficult in application Rewards 


2 







(ii) Perceptions are difficult to measure or assess 5 


(iii) Choosing a ‘comparison other’ may not be always correct. 
(iv) A given factor may be an input as well as an outcome 


(v) The study is based on laboratory experiments rather than in realy 
situations in organizations 


Role 
Perceptions 


Perceived 
Effort-reward 
Probability 





Performance Satisfaction Theory 


Layman W. Porter and Edward W. Lawler (1968) based on Vroom’s Expectang 
Model, observed that performance leads to satisfaction contrary to our belief th: 
satisfaction leads to performance. Other interesting observations made by ther 
are that motivation (efforts), performance (accomplishment) and satisfaction a 
separate variables. This again is, in contrast, to our belief that motivation lead 
to performance, which in turn leads to satisfaction. Efforts (force or motivation 
do not directly lead to a performance. It is mediated by abilities, traits andi 
perceptions. After performance, rewards that follow and the way they are percelvt 
determine the satisfaction. The theory is illustrated in Figure 5.8. 


Whether an individual will make an effort depends on the interaction betwet 
the value of reward (Box 1) and the perceived effort-reward probability (Box 2). Eil# 
(Box 3) is the motivation. Performance (accomplishment) (Box 6) is not the ltt 
consequence of effort. It is the product of effort (Box 3) abilities and traits (Box Ec 
and role perceptions (Box 5). Performance leads to certain outcomes in the fort is ae of one's own, as well as, others’ behaviour, Locus of Control Theory 
of intrinsic rewards (Box 7A) and extrinsic rewards (Box 7B), Both intrinsle! “i ia able lo oneself only. Employees may perceive that their nn ay ae 
extrinsic rewards provide satisfaction (Box-9). However, such reward-satisfac™ nflu Sed it cee | ten mone oe nie ee ee 

2 The anit Tihe i lelr own behaviour) are beyon 
relationship is moderated by the perceived equitability of rewards (Box 8) ae their rewards and punishments ii dependent on factors like fate, luck or 
Nee. For internal control factors, they feel they can influence their outcomes 














Higure 5.8: Performance Satisfaction Theory 


Attribution Theory and Locus of Control — 


Harold Kelley advocated Attribution Theory and Locus of Control, which are 
mainly concerned with the cognitive process by which an individual interprets 
behaviour attributing to certain parts of the relevant environment. Such casual 
relationships or attributes are interpreted by an individual for his own behaviour 
or for others’ behaviour. Fritz Heider contended that both perceived internal forces 
lability, efforts and fatigue) and external forces (qthers’ supervision, machines, 
methods, climate, rules and procedures) together determine the behaviour of an 
Individual. Since, the perceived causes are the determinants of work behaviour 
and there are differences in the perception of the people, they behave differently 
ina given situation. The concept of locus of control is different from the concept 
of attribution. While Attribution Theory is concerned with the identification of 
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t Theories: Masj|oy; 
‘or an Rotter (1966) deve onten ASIOW's 
through their own ability, skills or effort. Julia lo 


Hlerarch 
annie eq i) factor Theory, McClellane: cny of Needs Theory. H berg’ 
: nt of locus of control know, § qworli and's ry, Herzberg’s 
twenty-three-item scale ae measureme Wh a iry LO identify the causes of behaviou, on™ Need Theory, etc., which 
Internal-External (1 —- E) Scale. process Theories: Various behaviour tf 
gtimulus-response relationsh suc t 


Vis-a- 
pchaviour Modification Theory) a Gun 
expectancy Theory and Porter-La gniti 


(tt heories, which believe in 


otivation (e.g., Skinner's 
te ve Theories (e.g., Vroom’s 
‘TS Future-Oriented Expectancy 


Goal Setting Theory 


Edwin Locke (1968) considered two cognitive A nt the form of aan : 
and intentions (goals). Emotions and desires represen  anae Ues theory) Which deal with the erieasne te 
value judgements. Intentions are goals to satisfy desires 0 onsiy 4ef discussions above regard ieee c 
Goal Setting Theory results in consequences, feedback and reinforcement. The brie its, taken together, ren ng different motiy 
study suggests that individuals are willing to work hard when they know What | an ex inane nelated asnecte . €ct our basic under 
required from them Setting specific attainable goals is related to the high le pmotivalion @ Systematic manner. 
- a emcee g NW our next phase of discussion has Mainly focy 
Pp : this field in order to understand the underlying m 
paviour and performance of the Indian employees, 
In India. ii biped lage Studies on motivation and its related aspects 
far oe att personnel ee ome Studies on the industrial workece wns 
some on technical mare oe Bey and mangers. The most of the studies in 
have attemp' ed’ fo lnc’ out the job-satisfaction variables. whi 
Peried as the motivational variabies which have been 


The first such study in India is by S.K. Bose (1951) on in 
that has paved the way for other research 
importance of job-factors to workers, 

Most of the studies relating to the industrial 
1951-1971, se gre anche ts earnings, job secu 
ae | actors which determine their behaviour. 

R.W. White’s Competence. Motive Theory (1959), (quite similar to the Powe mln ‘a Ganguli's study (1964) on fir tli ° 
Motive Theory of Adler) relates motivation to the desire of employees for mas H.C. ang y n lirst-line supervisors (N 
over physical and social environs (Cornell Study). incentive, ee income, Se ie ada opportunities, job sec 

| . ores i pe rine: “a 

S. Schachter's Affiliation Motivation Theory (1959) relates motivation to yp ueatnent trom superi spa ap aTAN job-factors vis-a-vis motivation. | 

mG } D.K. Lahiri and S. Srivastava’s study (1967), on the middle-management 
strong need for affiliation. | . ha S | 
; ; ink tivation t ff personnel (N=93), has ranked good organizational policies and administration, 

C. Argyris' Maturity-Immaturity Theory (1957) relates motivation Or oe f a : : 

; th th ds of the organization and the needsqp tet Scope for promotion, good salary, good superior-subordinate relationship 
environment ie Senver se (Yale etudy & _ and opportunity for growth as the major determinants of satisfaction. 
the members o vib ai h an (1955) suggests. that peonlene MP. Sawalapurkar and others’ study (1968), on middle-level] managers (N=30), | 

W.F. Whyte’s Money Motivation Theory BEcats he)! enkf uas tanked nine job-factors in the following order of importance: job content, 
motivated primarily by the desire to make money. However, Whyte con nts 


8 othe opportunity for advancement, job security, superior, company, working conditions, 
that monetary incentives should not be considered in isolation from 0 P faclities, wring hours, aid @revatiGe alleviation, ‘Weanitio tes mmf amet 
non-monetary incentives. | | 







AMMiscellaneous Theories on Motivation 


Apart from the theories of motivation listed above, there are certain other the 
which, however, revolve around the core content or process theories. Thos 
be briefly discussed. 


\ 
H.A. Murray (1938) discussed about Manifest Needs Theory, which is Dastcay, 
a multivariate approach to the structure of needs. The basic difference betwee 
Murray's formulation and formulations of Maslow and Alderfer is that y 
does not suggest a hierarchical order of various types of needs. Based on Severy 
years of clinical observations at the Harvard Psychological Clinic, Murray aT gug 
that intensities of various personality-related needs, taken together, represent; 
central motivating force. | 









One 
© cy 












dustrial workers and 
€rs to investigate into the perceived 





workers, during the period 
rity and personal life as the 


























= 44), has ranked 
urity and sympathetic 


R. Likert and D. Katz’s Michigan studies (1948) have emphasized the vital polit 
that a productivity-motivated work-team is really a function of a particular ee 
supervisory style. Since, productivity has its root in the motivation of employs ad 
can be harnessed by carefully designing an organization, in which the individu 
develops a feeling that he has some importance in the organizations. a 
Leon C. Megginson, for the sake of our convenience, has classified the eal 
theories of motivation into three groups that are stated below. | 1 
(i) Perspective Theories: Taylor's Scientific Management Approach, bed" 
human relations theories, McGregor's Theory Y and Theory X, wi ich 
reality, tell management to motivate people. a 


surveyed, i.e., the sample size. 


0. Padaki and A.M. Dolke's study (1970), on job attitudes of supervisors 
=15) (based on Herzberg's Two-factor Theory), has found the lack of recognition, 
Navorable Superior-subordinate relationship, lack of technically-competent 
‘upervision, unfavorable organizational policies and administration and inadequate 
‘s the major dissatisfying factors. Another study conducted by them has | 
SO found ore or less the same as perceived dissatisfaction. 

GV.S, Rao's study (1970), on bank managers (N=60), with a view to testing 
e Herzbergs's Two-factor Theory, has found promotion, company policies and . 
°n the dissatisfaction scale. 


=denoi, 
les ihe number of people surveyed. 
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‘ t 
L. Narain’s study (1971), on public-sector manag 
factors in the following order of importance. 
recognition. decision-making authorily. oppor! , 
development, promotional opportunity, prestige of the 


{un 


: é ‘ ty. So, as far 
pay and fringe benefits and job securily nition and personal gro : 


concemed, he has found that promotion. recog 
development respectively show very high degrees 0 

S.K. Bhattacharvya's study (1972), on manage 
participation in goal-setting, inadequate pay, inad 


ky 
of opportunity given to help people’ on the dissatisfaction scale. ‘ay 


D.M. Pestonjee and G. Basu’s study (1972 


4 
shown promotion and growth, recognition, prestige. paren Policies 
administration and autonomy as the major determinants of satisfaction, MP an 


S. Singhal and H.S. Upadhyay’s study (1972) on supervisors (N=22), hag 4 4 


found opportunities for promotion, job security, W 
opportunities for training, competent and symp 


income and other facilitates, etc., as major motivational factors. 


K.G. Agarwal (1977) has sharply criticized 


motivation, alleging that such researches suffer from a number of inconsistey “i 
mainly because those have been carried out practically as a part of the Job doy, 
for the employees with a view to helping them reduce production costs, Thus, t, 
measures, suggested by such researchers, have always proved to be Short-ten 
remedies, and much-spoken-about theories on motivation have come more jj, 
fads or fashions than something substantial and lasting. Thinking in line wi 
U. Pareek (1974), he has developed a Stratification Model of Work Motivati. 
with variables like, social system, self-status and role. Pareek has assumed th 
societal system as a very important variable in the field of motivation that cats 


or determines that behaviour of an individual in 


Tt : e 
B.R. Sharma's study (1981), on administrators in Delhi (N = 67), has foun, 
power-motive as the main guiding force for motivation. | ; | 
Sharma's study (1982), on supervisors (N = 3378), drawing samples from fi 
manufacturing organizations, both in the public sector and the private sector, h 


obtained score values for different factors that i 
values are presented below: 
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é 
Ars 
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or i E 

it eae * “a ar 
maflarse 
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fecling of worthwhile accomplis 


e . 
ee, 60.3090 am 
‘ . “ ~~ » f _ % - = : — 
i Lt > tesa tp ae Ne AG ee vere 
Veo A 86.00% a 
i Stn, ah VAI Si alae ee 
‘ eis y Se ee 51.32% if a 
ema tior =) bef i lel Ao eee Ah ree 
Abb pratt in Oa 48.39% zz 
Sage eA ati y a Taal 
pees, 47.3270 
at ; ei r Z ; oe ; ‘5 
bayl se 45.83% =~ : 
= | 43,46% 
J eA HTP aes 2s 


ante i J. eat ee as, ‘ 
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i Point scale—low, medium and high 

icin d D.K. Vaid' 

red jamegham and D.K. ald's study (1986 
5. as foun d the highest need. deficlencieg sn tvation of the sales force 
4 (jon and recognition for good work, spent NO Eineperts of 
me 


Pts ynportant to note that the major Indian 


ers (N=1213), has ranked | o( udy has been carried out on a three- 
1C : 





ity for personnel grows}, 
organization inthe comm; 
as the need-defictengjeg 


f dissatisfaction in that 6 


Studies are on Supervisory and 
rs (N=210), has shown Jp 


+ 


f the Indi 

qnars .¢ have been carried out 2 an studies is that most 
equate job-authority ang mth st ge ranking serene ms irre a using only conventional 
¢ : » CLC. Some studies have b arried 

meth? ty to authenticate Herzberg’s Tyo_-f. ae 

; a gimp actor Theory, while 

), on executives (N=89) on 4 jinionated oe without much adherence to the paneer see 
q survey a va eine pany of the cases, suitable structured close-ended 
yestionmalre wa Stered. Those are Simple inferences after informal 


orking conditions, work gp. 
athetic supervisors, ade 


had * | 
— *: 
“Qua, 
¥s a) 


a | 
the Indian studies on y), 
Motivation and Morale 


edwin Flippo (1961) defined, morale as *... a mental condition or attitude of 
P igdividual and groups which determine their willingness to cooperate.’ Yoder 
pale (1972). on the other hand, explained morale as ‘the overall tone. climate or 
atmosphere of work perhaps regularly sensed by the members. If workers appear 
to feel enthusiastic and optimistic about group activities, if they have a sense of 
mission about their job, if they are friendly with each other. they are described 
as having a good or high morale. If they seem to be dissatisfied, irritated. cranky, 
critical, restless and pessimistic, they are described as having poor or low morale." 
Iton Mayo defined it as ‘the maintenance of cooperative living’, which means a 
sense of belongingness. On the other hand, many authors defined morale as a 
f) pursuit of a common purpose’, attitude, individual and group job satisfaction, 
participative attitudes, team spirit, etc. Whatever may be the way of defining, it 
Is evident that morale is a cognitive concept, encompassing feelings, attitudes 


and sentiments, which together contribute to a general feeling of satisfaction in 
he workplace. 


Like morale, motivation is also a cognitive concept but it is different from 
morale on certain important aspects. Motivation stimulates individuals into action 
to achieve desired goals. It is, therefore, functions of need and drives. It mobilizes 
‘nergy, which enhances the potential for morale. Morale on the other hand, is the 
dividual or group attitude towards a particular subject. It contributes to general 
eeling of satisfaction at the workplace. It is, therefore, is the function of freedom 
Trestraint towards some goal. It mobilizes sentiments, which form an important 
part of organizational climate. Attitudes and sentiments, i.e., morale, per se, affect 
Productivity. High morale is an index of good human relations, which, inter alia, 
suces labour turnover, absenteeism, indiscipline, grievances, etc. 
p Factors which affect morale are primarily attitude and job satisfaction level 
Individual employees. We have discussed about attitude and its measurement, 
chapter on ‘Recruitment, Selection and Induction’. From the organizational 
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: YEARS 
. delineat Ty ; 
oint of view, such factors can - eure work environment and the empy hy es OSS eae 1995 
style. attitude of co-workers, natu Ye, | No. of Percent- "NO Of Pacey 1997 ve 1998 
imself. putor to high pr é ; ‘QU Percent- No, : 3 
m orale is, conventionally, considered as a contri gn p Oduety, dis ageto = dis- ib of Percent- No. of Percent- 
High m This is because the high proq,,,,. "ly putes total put dis- ageto  dis- e 
may be the outcome of many other ke at low employee mor P e and i 7 ae 5421 2.0 
independent of employee morale. Hence, evel with ing the model Oe ie hig Ponti =f work/ : 31 2.4 14 1.3 
productivity is achievable. This can be illustrated using of, Key ve working | _ | 
Davis, which goes as follows: ar —_ a: | 92°. 7.8. 79 
Bonus ar 74 112 gg" 11.2 
High ; ghera?_ 7 vl 1 Oe 2 x fe 
p vinta a 37 3 1 43 
High Morale Only High Morale and Non mentation 4.0 43 3.3 32 2.9 
| High Productivity oe imareements, ay | | | 
awards, etc. iA | : 
4 ‘charter of te ae at ae 5.7 68 5.2 ‘97 8.8 
" pemands =) > ae 
h a. yp Ea aa ) 
Morale Hig Productivity ony workload. 27) 10 90.8: "2 30 09 9 oF 2 Se a6 
i Surplus Labour | 1 0.1". = - 1 01% = 
eo A ; 3 
pettermentofgy 16. 13. 18 17. 34 2.6. .-12 ee | 
Amenities * os ; 
‘Change of. - ee ; 
‘Manufacturing ~ | 
High Process 014 7 , 
Low ; > Seen Tie, 
Productivi Standing... 50 4.2 52 49 34 3 
Suey Orders/Rules/ 26 <» 38 Le 
Service/. i 4 | 
Conditions/,. 
, ee Safety Measures | ‘oh 
1994 1995 1991S : ‘Others © «9934118 - 9.8 57 5.4. 85 65 89 8:14 
No. of Percent- No.of Percent- No. of Percent- © ENE Know ioe Me. Sue I ee yo ares : : : 
oa. ae oof shepie boli sees Not Known ink i 2h 29S ED TERE GTR 829g uligg 45 1 
Cause Group putes total putes total putes total’ putes Hotal s\iimeeeees 201100221066. 100° 1805. 100.109 100 
| Wages and 





(354 29.4 320 380 305 23.4. as k 35 Source: Various Year Books on Indian Labour 





The table indicates the pattern of industrial relations problems in terms of 
various casual factors. Analysing this trend, we can understand the pattern of 
Fidadcalaga or demotivation factors in India. From this pattern, it is interesting to 
ae pi wage-related disputes are still highest in India, followed by indiscipline 
= €r Casual factors. Therefore, it is important to go through these aspects 

‘ully to nurture the proper motivating environment in the workplace. 


Scanned with CamScanner 


Industrial Management 


|SUMMARY, 





) ess and there cannot be an 
Sohal Naae ou mre tool, The content and process theories 5 
ser apa er various methods of enhancing employ tere 
Many empirical studies carried out in India and = ach fare 
tools, either partially or in its entirety. Motivation, either rent SIC or 
extrinsic reinforcers, contributes to employee satisfaction, a ang 
performance and productivity. 







Esteem Needs: It pertains to self-respect and respect or esteem from others. 
Self-respect is ensured by achieving competence, confidence, personal strep . 
adequacy, achievement, independence and freedom. While respect from othe 
come from prestige, recognition, acceptance, attention, status, reputation and 
appreciation. ; 

Job Characteristic Model: Based on Richard Hackman and Greg Oldham, 
Study (1975) of Herzberg’s Two-factor Theory. The model shows how a good ig 
design can lead to internal motivation of the employees and contribute to better 
job performance. Five job characteristics, which lead to employee motivation 
Skill variety, task identity, task significance, autonomy and feedback. 


Equity Theory: The theory proposes that in a work environment, motivation is 
influenced by one’s perception of how equitably he or she is treated compared 


to others. The theory is also known as ‘social comparison theory’ or ‘inequity 
theory’. 










are, 





Goal Setting Theory: The theory considers two cognitive determinants of 
behaviour: values and intentions (goals). Emotions and desires represent the form 
of values and value judgements. Intentions are goals to satisfy desires or emotions 
(values). The theory results in consequences, feedback and reinforcement, The 
Study suggests that individuals are willing to work hard when they*know what 
is required from them. Setting specific attainable goals is related to high level 














performance. 


Performance Satisfaction Theory: The theory postulates that performance leads | 
to satisfaction, contrary to the belief that satisfaction leads to performance, \ 
Attribution Theory and Locus of Control: This theory is mainly concerned with | 
the cognitive process by which an individual interprets behaviour attributing to | — 
certain parts of the relevant environment. An individual for his own behaviour | 
or for others’ behaviour interprets such casual relationships or attributes. 


















REVIEW QUESTIONS § 





1. Define the term motivation. Why is it so important for HR managers?. ' 

2. What motivational tool would you like to use for knowledge workers? Would your 
approach be different for operators in a shop floor? | 

3. Critically review the contribution of Maslow and Herzberg in theories of motivati¢ | 
Do you think they have any relevance for the new generation workers? “S . 

4. How do you distinguish process theories and content theories of motivation?  —__ 

5. 


Distinguish between motivation and morale. Discuss how could morale influence 
productivity? a 


—~ 


I '=C Oe 
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DEFINITIONS AND CHARACTERISTICS 


already explained the complexities involve 


LEARNING OBJECTIVES oat 
we a da follower. B. Raven and J. Rubin (19 


After reading this chapter, a student would be able to: 
¢ comprehend the theories of leadership 


° understand the difference between a leader anda manager | 
 emilse vars (1988) defined the leader as *... the one 


e know different styles of leadership . : who initi ; 
} . | a S ates action, gives order, 
e realize why leadership is essential for managing organizational es decisions, er sae between group members, offers encouragement, 
behaviour i Bornes as a model, an . an ¢ fore-front of group activity.’ Therefore, the leader 
¢ understand the process of development of leadership ability in _ppisthe P& son, who exerts influence on behaviour and beliefs of the people working 


organization in the organization. 
_ 


d in ideally defining leadership, 
76) defined a leader is ‘someone 
hers in accordance with the role 
directs the group in maintaining 


yp 


gle a pies a position in a group, influences ot 
who vation of the position and coordinates and 
OP and reaching its goal. 


¢. Avery, and E. Baker (1990) defined leadership expanding this concept 
Basa ‘process of influence between a leader and his followers to attain group, 
INTRODUCTION ok pganizational and societal goals.’ Let us now consider a few more definitions of 
ia a ~ Beadership. George R. Terry (1960) defined leadership as‘... the relationship in which 


cing history, we find the usage of the word ‘leader’ in Englis h one person, the leader, influences others to work together willingly on related tasks 
eae that dates back to 1300s. The term originates from the f/to attain that which the leader desires. Lyne Joy McFarland, Larry E. Senn and 
root word ‘leden’, which means to travel or to show the way. The ff John R. Childress (1994) have defined it ‘as a process of interpersonal influence 
last part, i.e., to show the way, is more appropriate for leaders, as by which the executive o eaepnee influences the activities of others in choosing 
leaders give direction. Even though the term ‘leader’ was used so and attaining given ends. Harold Koontz, Cyril O'Donnell, and Heinz Weihrich 
early in the history, the usage of the term ‘leadership’ is of recent (1993) defined leadership ‘as the art or process of influencing people so that they 
origin. The scientific study on leadership was primarily done in wil strive willingly and enthusiastically toward the achievement of group goals. 
the United States. ‘| Robert Tannenbaum, I.R. Weschler and F. Massarick defined it *...as a process 
sa hist acricuitiea of interpersonal relationships, through which a manager attempts to influence 
oe Samaras Je eHology: Ca NeAlIOn AUStOny: ae tan,  pWebehaviour of others toward the attainment of pre-determined objective.’ Keith 
seria rsatesiies. so tuinsaie ape antep ology : biology, pp Pavis, on the other hand, defines it as *...the ability to persuade others to seek 
sciences, philosophy and sociology have contributed extensive defined objectives enthusiastically. It is the human factor which binds group 
to understand the term leadership and its various sub-fields. — logether and motivates it towards goals.’ Reviewing the above definitions, we 
BeOS ain eveRy EUNGINE, We HNO ENG eet ES tere leat Ip. Bean define leadership, therefore, as a process of influencing people for achieving 
_ The most significant study on the leadership history was et, 1 tanizational goals ' : 
out by Joseph Campbell. According to Campbell, ‘Essentially, — 
there a ane areeenal mythic hero who is the founder ol 4 — on above definitions, we can list the characteristics or of leadership as 
something—a new age, a new religion, a new city, a new way of _ 
life. In order to find something new, one has to leave the old and It Isap ; 
go in quest of a new thing, ... It involves a journey—abandoning ersonal Quality 
the old and searching for the new.’ According to Bolman and Dea A This quality makes other people to follow a leader. Quality of a leader is the 
4 sséalion of his intelligence, communications skills, emotional balance, inner 
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ql skills like, conceptual, technical, hu 
or to exert others to do the work, re rey 


drive, energy and other manageri 
of requirement of these aa 


relations, etc. To make others to follow an 
the presence of all these qualities. The degree 


will, however, depends on the situation. ee 
4% : i 


! 








4 
$a 


It Is a Process of Influencing Others 





(iv) 


Leadership 


| provide a vision 


empower people to do what they want 


LEADERSHIP AND MANAGEMENT 


jeacler May be a poor manager but 


It 
jcader. Warren Bennls and Bert helps a manager to be successful If he 


“ie Nanus (19 
-_— = “a a poo" and leaders S (1997) suggested that ‘managers 
Through the process of influence only a leader makes sraeee lo wre ng Achie : | , (ings ae ja pereninan fa right thing.’ Yet, ones managers ae 
goals. People may lack initiative or the unge to do the work and may ge CMOtvatet ae are cee ceistcate ie owever, leadership and managership are not 
Such behavioural characteristics can seriously impede the achlevemen; * We fine 0 cadership | 


















































organizational objectives. However, a good leader through his influence can Un 


oy 


the situation in his favour and make people work towards achieving goals — 


. 


It Regulates Individual Behaviour a 


and make an individual to submit to group norms. To illustrate, folloy 
approach of ‘Discipline without Punishment’, as advocated by John Hub 
a leader can correct the indisciplined behaviour of an individual and a 
him as a good performer. a 


Existence of Relationship between Leaders and Follower : 


A leader succeeds by developing relationship with his followers. He ce ana 
flourish in a vacuum. Due to this reason, the other way of referring to leadership 
is followership. In order to develop such relationship, a leader has to gain th 
confidence. This is done by developing a two-way relationship, through effectiy 
interpersonal relationship and also through participative decision making, j¢. 
taking decision by group consensus. a 


‘ov eee 


- ro 
74 
a 


It Is a Continuous Process 


Leadership is not one-time influence of subordinates or followers, In orde to bea 
good leader, a manager should sustain the leadership continuously, Hence ‘once 
a leader does not warrant always a leader. 


1 2a 
Leadership Is Situational 


' 

Leadership is exerted in a situation, which varies from time to time. Resp onding 
to varying situations requires different leadership approach. One situation mi) 
require to takea lenient view, whereas, the other may require to be tough, In ordt 
to remain competitive in the industry, organizations need to respond to change 
and that too swiftly. This requires leaders to change their approach and develt? 
multi-skills and abilities, so as to come out as winners, . 4 

Another way of identifying characteristics and features of leadership W# 
suggested by Bolman and Deal. They have listed four important characterisi@ 
of leadership as follows: ‘4% 


(i) Ability to get others to do what an organization wants. It means the po™ 
to make others work towards achieving organizational goals 


(ii) Motivate people to get things done mostly through persuasion 


pm 


' 


" 


€ has 


To stretch the debate further, let y 
this regard. Their main contentions 
P thelr orientation towards goals, concepti 
self-pe 
“q aman 


“OMMUni¢ 


1 to the directing part, 1.e., influencj 
p is a part of management and 
we often say ‘All managers are lead 


ng people to achieve goals. Therefore, 
not the whole of management. That is 
ers but all leaders are not managers." 

S examine views of major contributors 
are that leaders and managers vary in 
ons about work, interpersonal style and 


rceptions. W.L. French (1987) while distinguishing between a leader and 


ager opined that: 


Leaders ... are often dramatic and unpredictable in style. They tend to create 
an atmosphere of change, ferment even chaos. They are often obsessed by 
their ideas, which appear as visionary and consequently excite, stimulate and 
drive other people to work hard to create reality out of fantasy... managers 
are typically hard-working, analytical, tolerant and fair-minded. They have 
a strong sense of belonging to the organization, and take great pride in 
perpetuating and improving the status quo. 


Another opposing view states that leadership is just one aspect of what a 


manager does. Leaders are only involved in influencing subordinates towards the 
achievement of organizational goals. 


Robert P. Vecchio (1988) pointed out that leadership can exist on a formal or 


p informal basis. 


We can summarize such differences between leadership and managership with 


quote from John Kotter (1991). It summarizes the points already highlighted in 
: Sreview of the topic and is a worthy conclusion to the discussion: 


Leadership is different from management, but not for the reason most people 
thine, Leadership isn’t mystical and mysterious. It has nothing to do with 
having Charisma or other exotic personality traits. It's not the province of 
a chosen few. Nor is leadership necessarily better than management or a 
replacement Jor it. Rather, leadership and management are two distinctive 


ie complementary activities. Both are necessary for success in an 
hereasingly complex and volatile business environment. 
. 


“ligement functions include planning, organizing, staffing, directing 
“ontrolling, In order to direct his subordinates, a manager must motivate, 
ale, supervize, guide and lead them. Thus, it is in his directing function 
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BY 
; 
that a manager becomes responsible for saat aaa eeannge are RU 

subordinates. Managing can be more effective \ ; 10s =. theacsulis, SNe SO th, 
leaders. because leadership can substantially os wah the efforts of othel . a) 
of manager's job involves getting things seai Bea skilful leader. Follow wk 
he will be more successful in the job if he is also a sgt . ng 

d if managers are also good leaders: 

the favourable results that are produce é te isiell oy 

(i) The leader guides and directs by ime hs aa AS to Wha 

should be done, and thus, coordinating individual ¢ aS to Maf, 
them pull in one direction. dual 
(ii) The leader motivates people and integrates individual needs with th 
needs of the organization. . 

(iii) The leader represents the group to the outside world and the OUtsi, 
world to the group. Leader is looked upon by the group as a SOUT Ce, 
information and satisfaction. 

Three things provided by the leader, as mentioned above, are also referrey t 
as direction, drive and representation and sufficient to prove that leadership Isa 
essential part of successful management. It is. however, argued that since Manage, 
have authority to provide incentives, or has the authority to deprive or othen, 
punish people in the organization, the management leadership is more pot 
than real. Discipline and conformity can be maintained through the hierarchy 
the fear of loss of employment. However. leadership should not be emphag 
so as to make it synonymous with management. It will improve the results if th 
manager is also a skilful leader. However, a leader need not be a good mana, 
as Managing involves more than mere leading and a manager can do reasonap 
well even when he is not a good leader. Leadership, therefore, is better conside " 
as one of the significant prerequisites to managerial effectiveness. 

From the above discussions, we can differentiate between management ay 
leadership as follows: 





. A leader need not be a manag 
erm 


. A leader may be in’a 
group also 1 

. Aleader exerts influence on peoy 
whom he leads, to achieve grot 
goals Oe d 

. A leader earns his auth 
virtue of his skills, knowled 
abilities 8 = | 


ae 


. Leaders need not be 


B-a6 





we can list such importance of lea 


ow 
pocause they have the formal authorit 
kind 


ership j 
organization. If properly handle for, 


d, info 
‘ round for formal leaders to develop ar 


Frvnagement, We can understand ‘itera difference between leadership and 


It Improves Motivation and Morale of Employees 


Asuccessful leader influences the beha 
involvement of individual employee to oot So aan 
and sustaining their enthusiasm and involvement in ahi in employees 
goals, 1t enhances the motivation and morale of employees. Behe inc m5 oe 
crisis in an organization (viz., when an organization faces a bad pha sa on o 

profitability due to market slowdown or other reasons), a a cial terms of 
high level of commitment and motivation from employees which =amne bse bs 
help an organization to turn around. That is why SeAiealeea mately 
turnaround agents in an organization. nsidered as 


It Leads to Higher Performance 


Leadership pulls the group to strive for res 
goals. With the increased level of commitment and ivati 
therefore, leads to higher performance of em che ee 


ployees. Higher performance leads to 
increased prod 
market. productivity, which results to increased profitability, even in a competitive 


ults, i.e., achieving organizational 


It Is an Aid to Authority 


Leadership is a process of influencing others. The mere use of authority by managers 
may not lead to results. However, when managerial authority is enriched with 
good leadership, employees start cooperating. Therefore, the formal exercising of 


authority may not result to success. Authority with leadership brings success to 
the Organization. 


It Determines Organizational Success 


In the process of unification of group efforts to achieve organizational goals, the 


l « ‘TShi 
eee enhances organizational effectiveness. Good manager alone cannot 
tve this, 


Scanned with CamScanner 








ps to Respond to Change 
Organizations today need 7 on hee ae plans) always cncounter resistang >, 
Se nec ods, plans (including s a ‘ am ure : 
” . ee Sorking in organizations. Leadership can cea aaa) . 
; Riementing change in organizations by creating a conducive en : eg ’ Peo le 
fallow leaders: they like to emulate the examples set by leaders, \ ' lereloreas 
makes the change process smooth and successful. 


s quickly. A change in the technolom, 











a8 
It Inculcates Values in Organization _ 
A value-based organization gets increased commitment and si bad cron ein loyers, 
A good leader being inspirational also successfully percolates human values, Which ; | 


shape the attitude of the employees towards work. 


| 
| 




















PRINCIPLES OF LEADERSHIP | 4 


Basic principles of leadership can be grouped as follows: 


Must Know Himself and Continuously Seek Self-improvement 


To know self, one has to understand attributes like, be, know and do. See ing | 
self-improvement means continually strengthening such attributes, which can be 
accomplished through reading, self-study, classes, etc. . 


Be Technically Proficient ie. 


As a leader, one must know his job and the job of his followers. J 4 


Must Seek Responsibility and Take Responsibility for His Actions 


Leader must guide his organization to new heights. In the process of guic ng, | 
things may at time go wrong. He must not blame others for the situation, rather, 


must take the responsibility himself. He must analyse the situation, take corrective 
action and move on to the next action. - 


Must Make Sound and Timely Decisions 


Using problem-solving, decision-making, planning and various controlling t ools, 
a leader must make sound and timely decisions. ‘< 
Must Set the Example df 
A leader is a role model for his followers. He must not only hear wha he {s 
expected to do, but also see. = 
Must Know People and Think about Their Well-Being 


Leader must know the nature of his followers and must be nurturing and caring 
for them. 9 


Leadership 


ommitment from the followers. Hence. a 
and keep his followers informed. 


N 


Must Develop a ‘Sense of Responsibility in Followers 
evelopment orientation requires incu] 


Catin ood 
yhich will help them to carry out the & g00d character traits within followers. 
\ 


ir professional responsibilities. 


Must Ensure Tasks Are Understood, Supervised and Accomplished 
this also requires transparent communication with followers. 

Must Train Followers as a Team 

neuleating team a ieee ee followers enable a leader to accomplish 
ciples of leadership. S also considered as oe of the important 
Must Develop Full Capabilities of Organization 


A leader by developing a team spirit, develops an organization to its fullest 
capabilities. 


FACTORS OF LEADERSHIP 


_ The four major factors of leadership are: 


Follower 


Different people require different styles of leadership. to take an example, a newly 
recruited person requires more supervision than an experienced one. Similarly 
a follower with a poor motivation requires a different approach than one with a 
high degree of motivation. Thus, the fundamental Starting point is to have a good 


understanding of human nature: needs, emotions and motivation. Leader must 
know his followers’ be, know and do attributes. 


Leader 


_ One must have a honest understanding of what one is, what one knows and 


what one can do. Also, it is to be noted that it is the followers not the leader who 
determine whether a leader is successful or not. If a follower does not trust his 
leader or lacks confidence in a leader, then he will remain uninspired. Hence, to 
be successful, a leader has to convince followers not himself or his superiors. 


Communication 


Aleader leads through a two-way communication. Communication need not always 
© verbal, it may be non-verbal also. For instance, through personal selling (his 


wn behaviour) a leader sets the example. A leader should not ask his followers 
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‘0 perfonr anything that he himself would not be willing to do, What and how 
leader communicates cither builds or harms the relationship between the lead; 
and his followers. 


Situation 


All situations are different. What one does in one leadership situation may Not 
always work in another situation. A leader must usc his judgment to decide the 
best course of action and the leadership style needed for cach situation. To 

an example, one may need to confront an employee for inappropriate behavioy, 
but if the confrontation is too late or too early, too harsh or too weak, TeSults 
may be disastrous. . 


Environment and Leadership 


i | 
| 
Every organization has a particular work environment that dictates toa considerable 
degree how its leaders respond to problems and opportunities. This is brought , 
about by a heritage of its past leaders and its present leaders. Leaders exey 
influence on the environment by three types of actions: . 
. Goals and performance standards they establish ‘om 
e Values they establish for the organization 
5 Business and people concepts they establish all 
Successful organizations have good leaders who set high standards and goals } 
such as strategies, market leadership, plans, presentations, productivity, quality 
and reliability. . 
Values reflect the concern the organization has for its employees, customers, 
investors, vendors and surrounding community. These values define the manner _ 
in which the business should be conducted and what type of business the | 
organization should engage in. nak 
Concepts define what products or services the organization will offer and the 
methods and processes for conducting business. ; 
These goals, values and concepts make up the organization's ‘personality’ or how f 
the organization is observed by both outsiders and insiders. This personality defines ; 
the roles, relationships, rewards and rites that take place in the organization. | 
Roles are the positions that are defined by a set of expectations about the behavior 
of any newly recruited person. Each role has a set of tasks and responsibilities | 
that may or may not be spelled out. Roles have a powerful effect on the behavior of. | 
employees because money is paid for the performance of the role; there is prestige _ 
attached to a role; and there is a sense of accomplishment or challenge, ete. | 
Relationships are determined by tasks. Some tasks are performed alone, but — 
most are carried out in relationship with others. The tasks will determine who the | 
role holder is required to interact with, how often and towards what end. Also, the 
greater the interaction between the both parties, the greater the chance of king | 
each other. This, in turn, leads to more frequent interaction. In human behavie ur, 
it is hard to like someone whom we have no contact with, and we tend to see c out 
those we like. People tend to do what they are rewarded for, and friendshi p is a 
powerful reward. Many tasks and behaviours that are associated with a role alt 
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‘factor that impacts the climate. 
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YrOe of the present role holder bec 
exp : ast. either by the Present role kita. a str 
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culture and Climate of Leadership 


3 organization has its own dist 
ast leadership, current ] d 
in rites: the routines, r 


yence 
inflt nd direct the appropriate behavior f it takes to be in 


about whether things are done right or t 
way they ought to. The behaviour (char 


On the other hand, culture is a long-term, complex phenomenon. Cult 
represents the shared expectations and self-image of the organization—the aie 
values that create ‘tradition’ or the ‘way we do things here.’ Things are fone 
differently in every organization. The collective vision that defines an institution 
is a reflection of its culture. Individual leaders cannot easily create or change 
culture because culture is a part of the organization. Culture influences the 
characteristics of the climate by its effect on the actions and thousht processes 
of the leader. However, everything a leader does will have an effect on the climate 
of the organization. | 


FUNCTIONS OF LEADERSHIP 


Leadership is a means of directing. It represents that part of an executive's 


activities by which he guides and influences the behaviour of his subordinates 
an the group towards some specified goals by personally working with them and 
Understanding their feeling and problems. In recent years, management experts, 
Psychologists, sociologists and behavioural scientists have tried to identify the 
unclions of leadership in varied ways and from different view points. Let us 
snilyse some of the views in brief. 
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ee - ic deep to study the functions 

among th sociologists, who want 0 £9 Tt onslered as the most APPTOpriaty. 
Teac i ad é ni * function in setting goals, shaping and reshapj Q 
Hi “se se sla tae internal and external forees. In fact, It 18 creatty 
pxganization “hala hat calls for viewing and reviewing organizations) 
“function of the leader eotean od determining near and remote goals th 


at the leader is supp 
w of the work of other sociologists highlights tha cr 
to edie. and determine Lana a eet eee survive: aa 
is >to see that tne : : 

wl be in a position to read the pean ee ae 
and functions of the enterprise to get it placed in the in . seer eae oth 
important function, however. is to manage and ial ae sap nena: . Its 
hard fact that conflict is imminent in big organization due to einen 
views. beliefs and values. The effectiveness of leaders lies in their i: eavour to 
win the consent of several groups and put them to work in accomp ishing the 
objective and the enterprise mission in the ultimate analysis. | 


Psychological View 


In the opinion of psychologists, people will best respond in terms of output if the 

organization provides opportunities for them to appraise and ganic their 

basic, social and ego needs. As a matter of fact, one of the basic ea of the 
managers and executives or leaders in other words, is to devise the necess y 
motivational system to meet their needs. It should, however, be kept in view pe 
though the above arrangement is sound from the view point of motivation, itis 
not adequate to outline the scope of their psychological needs, in precise, for the 

exercise of leadership on the part of the management. t 





















°. a 
Other Views a 
Management experts, of late, have given a lot of attention in identifying the exact 
function of leadership. From the study of management experts, leadership func | 
can be viewed as (i) directing, (ii) responding and (iii) representing. The e ninent 
scholar Leonard Sayles viewed directing as the primary function of leaders >In 
big organizations where divergent views and number of groups exist, itis essente ly 
through the means of directing that all of them are unified and coordinated fora 
central purpose. In this matter, of course, managers and executive have to take” 
the required initiative with intelligent approach and rational attitude. _— 

Management experts consider responding as the second function of lead orship. | 
It signifies responsiveness to the initiations of subordinates. It may often be nouct 
that subordinates sometimes ask for guidance, assistance, advice and help Hom 
their superior. Moreover, subordinates always want to be assured to get their be 
rewards for the services rendered. Leadership quality helps superior to appra® 
the needs of their subordinates and meet them intelligently. | 4 ‘ 

The other essential function of leadership is representing. It signifies BS 
superiors would properly and effectively represent the interests of the to } grour 


‘ | 


. €nter the political arena. 


4S follows: 


Leadership 


y Vary. It may commonly be observed 
requires to be 


iw thelr peers and lo the hi 


yon} 
mpougl on the part of subo 
( 


€s a well- 


. feelings, aspiratf 
yr problems : “Spiraulons and ambj 
ne image of the organization to the outside steer On the other hand, it enhances 
from the above discussions, WE Can list 
. To develop teamwork in Organizatio 
To act as an important change a 
° ent in 
. To balance the use of power ‘ era 


» To act as representative of subordinates 
»  Tobea counsellor to employees 


- To help the employees to optimally utilize their time 

» To help in achieving organizational effectiveness 

« To enhance the level of motivation and morale for employee 
¢ To inculcate human values in organiza = 


tion 
« To increase level of commitment an 
organization 


the functions of a leader as follows: 
ns 


d loyalty of employees towards the 


LEADERSHIP AND POWER 


Power, in the case of leadership, is divided into six Categories; however, each 

be linked with another, as they are interrelated. Expert and Informational pis 
are concerned with skills, knowledge and information, which the holders es such 
abililies are able to utilize to influence others, i.e., technicians and computer 
personnel. Reward and Coercive power, differ from the previously ieniieaed as 
they involve the ability to either reward or punish persons being influenced. in 
order to gain compliance. Legitimate power, is the power, which has been confirmed 
by the very role structure of the group or organization itself and is accepted b 
all as correct and without dispute, such as in the case of the armed forces or the 
police force. Referent power, on the other hand. 


ods involves those being influenced, 
identifying with the leader, i.e., rock or film personalities using their image to 


j Most leaders make use of a combination of these six types of powers, 
epending on the leadership Style used. Authoritarian leaders, for example, use a 
mixture of legitimate, 


Bs mccterits coercive and reward powers, to dictate the policies, plans 
Nd activilies of a group. In comparison, a democratic or participative leader 
Would use mai 


e nly referent power, involving all members of the group in the 
eclsion-making process. 


LEADERSHIP STYLES 


h° Posen of leadership style és basically concerned with deciding the extent 
a hee Manager should:be dictatorial and the extent to which he is supposed 
* Participative or consultative. Different leadership styles can be categorized 
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(i) Authoritarian or leader-centred or autocrat re followers Under th 
(ii) Democratic or participative or consultative or group-centred style of vnpllsl the Job. IS style of leadership work hard 
(iii) Laissez-faire or free-rein style T manaKer 7 ail free in the cho; _ 
jal to him under a given sit Olce of the lead 
; ership style most 


lation, Feelings and a 


nder the democratic yee ong cherished 


mM of general Style of leadershi 
i p. an 
tocratic style . pes the manager should be 


the centralization of decision-maky Ff gple : 7 
al. the choice of the 
n encral. pattern or Style of Neale people are effectively led. 


iv) Paternalistic leadership li ; 
(iv) I apr tll io change. Though, y 





- Autocratic Style of Leadership 


This type of leader is characterized by g 
authority in the leader and very limited participation by subordinates of the Group pines ship de 
The autocratic leader accomplishes the results through the use of authority, fear | gacto"> ii peesantety and pends upon following 
id other coercive measure. Since it is negative ia (a) Skill, P nd values of the — 
| forces dominating the subor dian ager himself 


of deprivations, punishment al —— 
ceed only in the short run and yp 0) tH 4 tes lik 
aspirations, needs and values © subordinate’s expectations 


character. authoritarian approach will suc 

fail to induce subordinates for better performance in the long run. Resentment f 

absenteeism and higher turnover rate for employees are some of the most natura situations such as type of structure 

consequences of this approach. Still, autocratic style deserves consideration and objectives, nature of the proble 

because of following reasons: (d) ad posse ii ee differences 
. and the like 


clarity or ambi 
Suity in definin 
ms and the pressure of time “= 


: ; i 
particularly in a situation n education, interest, motives. loyalty 


(a) There may be very little time for participation, ! 
of crisis ® Thus. leadership style varies with different lead 
(b) Confidential matters may not permit normal consultation ‘FP gituations. €aders, subordinates and 
(c) Leader may have more knowledge. and he may compensate for LEAD I 
participation . — ATTITUDES 
_-Piporder to improve manager's ability to lead, certain 
, attitudes need to be cultivated 




































Democratic Style of Leadership ese are generally identified as empathy, objectivity and 
This is characterized by allowing substantial participation of the members of the and self-knowledge. 
group in management and decision-making process of the leaders. Subordinates 
are frequently consulted by the manager for wide-ranging problems, and they 
are also allowed sufficient freedom to communicate with the leader and also _ 
with their fellow subordinates. Democratic style of leadership is based upon th 
positive assumption about human beings. It encourages cooperative spirit and 


development of subordinates for higher responsibility. This style of leadership 
substantially contributes to the satisfaction on the part of subordinates. i 
Ms 


Itis generally described as the ability of a 
; | person to | 

fom another person's point of view. It involves tect aaah = problems 
position of the subordinates who are being directed and led ae 7 an sp 
assume sient subordinates will understand the things and aie oh ar = 
Xe .. ae aad differ in their experiences, ability and pales ane oe 
gach has his own value stem and aides, Thus, In ode to understand 
pu ems and to lead them succe 

phi Mifim-the position of his subordinates ssfully, a manager should put 


Laissez-faire Style of Leadership | a ; 


Under this style, the leader depends largely upon the group and its members {0 | 
establish their own goals and make their own decisions. The leader is passive 
and assumes the role of just another member of the group. Tasks are assigned 
in general terms. Laissez-faire approach is meant for selective application. If 
the subordinate is intelligent, highly qualified and experienced and desires 
self-fulfilment, a manager may follow this approach without much risk, This style 
of leadership is, therefore, confined to a small creative or developmental group. 

i 
Paternalistic Leadership . 
- assumes his function like a father. He treats his followers #® 
m as the head of the family, He likes (o help 
ide, protect and keep them happy to Wo 
lways tries to provide his follow¢ $ gon 
rvices. Obviously, becal | 


Objectivity 

nhis task of leading, a manager should not be guided b 

otlons about the attitude and behaviour of his haere dey Broblemand ise 
fauses should be observed very objectively and unemotionally. Thus, a manager 
should not be annoyed with his subordinates simply because results are poor or 
Recivet resisted. He must observe the things as they are and analyse them very 
- oe is only when a manager is objective and detached in his behaviour 
hae i: members of the group, he would be able to assess their feelings and 

ms and guide them properly. However, this behaviour needs to be learnt. 


elf-AWwareness 


eeer may think himself to be fair 
i he manager should, therefore, 
and the effect of his attitude and behaviour on his su 


This type of leade 
members of his family and guides the 
his followers to do the work and to gu 
as family members. This type of leader a 
working conditions, fringe benefits and employee se 


and objective but subordinates may think 


know for himself how he appears to 
bordinates. This would 
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wwould help the leader to improve an’ ea mre <linates. For instgy.. 4 plea Owledge 
_ produce favourable Se ried pede feel properly unt . ian anit Nie knowledge ele ae fe cians 
. at instructions are sl corr nart. P , ‘ edures and abilities) f 

self-awareness leads him to leam tha aston tee Slo cP operat; or doing a job 

the manager can attempt to improve his ability fe lil AP THe rperefore. expecting followers to do the ion, sn 220? also add to technical 

pak! | vould not be possible. Job, without the technical skills of 
LEADERSHIP SKILL BR ea" ‘i 
vn. ed ) | ki 

As a leader, one has to play many roles in an aaa es pave 7 sonal 2 , foll 

goals and objectives. What skill sets are important is difficu : a nite: Bu t Eto, » pel the best dior a owers, a leader also should h 

a gencral perspective, we can classify the degree of requirement’ © such Ski Se pelligene® emotional maturity, personal Motiv. ave the personal skills like, 


as under: 
(a) Human Skill 
(b) Conceptual Skill aa 
(c) Technical Skill 
(d) Personal Skill 


LEADERSHIP THEORIES 
a leadership th 
B., giscuss about P theories, we hay 
Ny Fed those in four major categories, © rst given a cursory view and then 
Kurt Lewin and Rensis Likert and Hawthome Stud 


les of leadershi 
participative sty P, which | 
td ight performance. ano 


ies, have laid importance on 


Human Skill 
the increased job satisfaction 


_ In order to get-cooperation of his followers, a leader has to successfully reg, \ 
many people-oriented issues than job-related issues. He must understap, 
human behaviour, know their needs, sentiments, emotions, motivations and th. 
contemplated actions and reactions to a particular situation. Therefore, with : 


aa 
. 


human relation skills, which emphasize more on understanding the peg 


ak 
i} 
! 

ahs 
1} 


Contingency Theories 


contingency theories basically argue that the ‘ri 
yaries according to the context. For instance, B] 
has been very influential in the development 


ght’ or an effective leadership style 
ake and Mouton’s Managerial Grid, 


one cannot be a successful leader. We have already discussed two essential al practices of the organization 


skills requirement, i.e., empathy and objectivity, while explaining leade 
attitude. These apart, a good leader also should have communication, teachi 
and social skills, all of which form the part of human skills. A leader sho 
have good communication skills to be able to persuade, inform, stimulate, diry 
and convince the followers. Communication is the transfer of information in{ 
form of an understandable message. It helps in establishing and disse m nati 
the goals of an enterprise. It also enables the leader to create a climate in whk 


Instrumental Theories 


Instrumental theories on leadership put stress on tas 


' k and person-ori 
behaviour (e.g., participation, delegatio P oriented 
Be others. gation) by the leader to gain effective performance 
by 


Inspirational Theories 


Y | 
Inspirational theories, on the other hand, include charismatic leade d 
transformational leadership. The leader of this category appeals to values = 
sion and enthuses others for raising their confidence and motivatin ittle: 
change. This leadership comes from their compelling vision that oe in 
ie and acceptance of change and offers a potential for anyone to grow 
: with the vision. Words used are trust, loyalty, devotion, commitment, 
P ‘ae creas outstanding and exceptional. A recent overview comes 
. ouse and Boas Shamir, who see it as the ability of a person to get 
tense moral commitment and a strong identification from subordinates. They 


is > 
| anunber of behaviours like articulating the vision, passion, self-sacrifice, risk 
. 8. Symbolic behaviours, etc. 


: ormal Leadership 
*HOrmMal le 
authori 


Similarly, to win the confidence and loyalty of followers, leaders must alsoh 
the requisite social skills. Social skills require a leader to understand the followe 
and be helpful, empathetic and friendly with them. a 
Conceptual Skill : 
This skill requires sensing the organization from overall perspective. A lea 
must have the ability to look at the organization as a whole. He should be 
to relate various functions of the organization to how changes affect fi nelle 
Understanding of the organization, its financial status and its competitors 
understanding of the functional nitty-gritty and their interrelationships al© 
essential requirements of conceptual skills. § 


7 
. 


adership looks at behaviours associated with those who are not appointed 
ly but assume leadership in other ways. 


? 


i 
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Path-goal theory looks at wl 
well and to get satisfaction 
motivation and it has four le 
and achievement-oriented. 


| makes a person want to follow 
 iney respect and who have a cle 
io to motivate people to Der ner , mus! be cthical. A sense of dire 
on the expectancy the, My | joa! sof the future. 

yortive, directive, Partletpa,' yisl? 
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Ction is achieve 


pve as 


iat leaders musl ¢ 
from work. It draws 
adership styles: SUPT 


FAMOUS STUDIES ON LEADERSHIP 


scale 1 studies on | 
THE LEADERSHIP THEORIES > widely acclalmec on leadership can be listed as follows: 


CONTRIBUTORS TO 


Fielder was onc of the pioneers of the contingency schoo be oan h jow2 Leadership Studies (1939) 

= earlier task-focused to people-focused ane ‘i anise re] ened th \d Lippitt and Ralph K. White, under th ‘ 

ae effective stvle depended on the quality of ne ae ne i ae a ) Rona ate at the University of Iowa forming ‘i me care of Kurt Lewin. conducted 
rae iy and the nature 0 . SO arg, | this S ° y Clubs for ten- 

position between thieleader and pee and a feature of a leader's pergoy.."F ub was 2 ae rain different Styles of leadership, i.e, aun, pda 


that the stvle adopted was relatively stable 
and. could. therefore be predicted. He dis 
relations-oriented leaders. 
Hersey and Blanchard's situational jeadership dimensions are linkeg , 
task and relational behaviour. Task behaviour focuses on defining roles 
responsibilities, whereas, relational behaviour is more about providing Support, a showed that boys under democratic | 
teams. The extent to which either is used depends on the person's job Matus) sno were under authoritarian and laisser. 


tinguished between task-oriente day | 
oo 


el 
tisfaction. frustration and aggression of th 


——- 


1, fair leadersh 
Shy -- test looks at elements around deleg, ; ship. However, the stud 
and ps) chological security. Their tes Ratio, was considered RDS ier to formal organizational environment obviously aad 
participation, selling or telling. | pre-aclolescent oys (sample) and for not adequately controlling the variables 


, d will power dv i ; Ss 
Good leaders are made not born. With one’s desire an p ‘ OMe} pyen then the study is considered as the pioneer as this 
| was 
become an effective leader. Good leaders develop themselves through a continu} getermine the effects of leadership styles experimentally on pi -_ ner 
process of self-study. education, training and experience. ; p. 


Leadership influences others to accomplish a mission, task or objectivea}) Qhio State Leadership Studies (1945) 


anization i ay it more effective. A leader cary 
directs the org tion in aw ay that ase : Nee. ethics, chara st. ) pusiness Research Group of Ohio State Universi 
es oS ck nei aes rei Leiter Oa hionh in the ; (psychologists, sociologists and economists) of 
and skills). Authority to accomplish certain tasks and objectives in the organiza Pifeioncmalincnuaemsecndacse cs 
does not make one a leader. By virtue of power, tl simply makes one the bg Ss 


ty, with an interdisciplinary team 
Tesearchers, analysed leadership 


ing a structured Leader Behaviour 
a Description Questionnaire (LBDO). Considerat 
. _ : ile, : ration and initiating 
Leadership makes people achieve goals and objectives, while, on the other h: leadership were found to be widely acseptell ti diliscent Sterol icos oo - 
st 0 


bosses tell people to accomplish a task or objective. I ike Air Force Commanders to School See 
According to B.M. Bass, there are three basic ways to explain how peg | : 
become leaders. These theories are: _ Michigan Studies on Lea dership Styles (1961) 


1. Some personality traits which may lead people naturally into leadershy_ . | 
roles. This is the Trait Theory. _ Inthis study, Rensis Likert and his group identified two major styles of leadership— 


tee _ employee participation and production orientation. The emplovee- 
2. Accrisis or important event may Cause a person to rise me ~~ -f Tesulted to high performance compared to the pastupdansGennee ae sore 
which brings out extraordinary leadership qualities mens | any _ Directive, authoritarian or autocratic style of leadership is based on the 


This is the Great Events Theory. +o stil assumption that the leader's power is derived from the status position he 
3. People can choose to become leaders. People can learn leadership 8) occupies, and men (subordinates) are inherently lazy and unreliable. Democratic or 


This is the Transformational Leadership Theory. It is the most WF non-directive Style of leadership is more concerned with human relationship, and 
accepted theory today. 


 Iteonsiders that men can be basically self-directed and can be made creative at 
The basis of good leadership is the honourable character of the leader and | 


Work if properly motivated. 
selfless service to organization. In employees’ eyes, leadership is everything P|. In between, there two extremes, there are, of course a wide variety of leadership 
does that affects the organization's objectives and their well-being. A respe 


Styles. This will be clear from the following illustration: 
leader concentrates on what he/she is [be] (beliefs and character), what he! | 
knows (job, tasks and human nature) and what he/she does (implementa 
motivation, providing direction). 
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certs a mini{mum effort, avoid 
Leader Leader Leader Leader defi ader exer , aVOlds controversy and 
sents efines | [ee fan observer ‘TSy and confrontation and takes 
ee a aay sanerine : Fire limits. the position O to Just meet the Situation. 
ecision ecision cas & . k _U: 
& announ- invites decisions gets aes t Country Club (Low-High, 1,9) 
s it uestions subject to suggestions Ope xpects the highest attenti 
os a change & makes make ae ee which leads to comisetanl : by Mahe geen (oF satlafying 
decision decision jationion © and friendly organizational atmosphere 
y ork atmosphere, P 
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Figure 6.1: Variety of Leadership Styles boy ‘ 
y of -oriented (High-Low, 9,1) 


Task 
This is the authoritarian, task-oriented, low human relation model. Efficiency in 


Its from arrangin d 
operations resu ging conditions of work in su 
te least interference of human elements. ch a way that there is 


Middle on the road (Middle, 5,5) 


This type of leader compromises between the high production and employee 
satisfaction at the optimum level for an effective performance by the group. 


The third leadership style, i.e., laissez-fair style permits the MmeMDETs Of th 
group to do whatever they want to do. No policies or procedures are established, 
and everyone is let alone. No one attempts to influence anyone else, Practically 


this style develops no leadership at all in the group. bn 








Managerial Grid (1978) “he 

Robert R. Blake and Jane S. Mouton have integrated the authoritarian anj 

democratic concepts and developed a new concept ‘Managerial Grid.’ They Hich-Hich. 9.9 

recognized that leadership style is neither authoritarian nor democratic but fs a Team (High-High, 9,9) 

admixture of the two philosophies and mixing them would vary in nature acco rding. This is the style of a team leader. This leader is extremely concerned about the 

to the variation in the situation. task, as well as, people. His concerns are about the accomplishment of work from 
In the Managerial Grid, five different types of leadership based on the concem committed People and the interdependence between him and his subordinates 

for production (task) and the concern for people (relationships) are located in the ed by es stake’ in organization. He also strives for a relationship of 

 . st and respect. 


four quadrants as shown in Figure 6.2. “ oe 
, | Theoretically, there are eighty-one possible positions on the grid and each such 


1-9 position reflects one leadership style. However, the analysis of the grid focuses 
(Country Club) mainly on five basic styles listed above. 
oun u 
| 5 
(Middle 

















a framework for the ideal leaders and also the suitable training programmes. 
However, this study lacks empirical evidence. Hardly a few organizations can put 
this into use effectively due to the wide differences in the prevailing culture and 
Practices, 

_ An important extension of managerlal grid approach is Reddin’s Three 





9-1 


Grid approach is widely accepted in organizations as it helps managers to 
1-1 | 
(Task) i 


Identify their individual leadership styles based on which they get to develop 
(Impoverished) 











] 2 3 4 5 6 7 8 a! Dimensional Grid, which is also known as 3-D Management. Three dimensional 
(Low) (High) akes represent task orientation, relationship orientation and effectiveness. Adding 


efectiveness to the task orientation and relationship orientation, Reddin had 
Actually tried (o integrate leadership styles with the situational variables. Task 


Figure 6.2: Managerial Grid 
OMlentation (TO) ts defined as the leader's direction to his followers to achieve goals. 
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e Leader 
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1 based o ed m 
given situation, On the basis of this continua n three forces, le., f atters. A leader moves along 
a given situé 
we can explain four styles of leadership 


es mn th 
force 


Related Integrated : ase forees are influenced by the value s 
{ i 3 followers. his inclinations and finally his levee es leader, his confidence in 
RO ated | wl erances. 
| Separated Dedica ! a forces in the Followers 
: ! ; influenced by the f 
SS  ”-—t™— : . ese forces are A e Ollowers' 
TO 4 | adiness to assume responsibility for Mathias for tolerance for ambiguity, their 


These four styles represent four basic types of behaviour. A separateq ade, 
is concerned with correcting deviations. A related leader accepts others, is ny 
bothered about time, looks to the organization as a social system, loves to Won 
with others and receives cooperation from others (followers) by setting exam es. 
Dedicated leader dominates and is interested only in production. He never ident , 
himself with his subordinates. He only works with power. The integrated Cade 
gets himself and his followers involved with the organization. He emphz Size 
on the team work. Any of these styles may be effective in one situation but p, 
in another. We can illustrate these styles categorizing it in two types, i.e. 4. 
effective style’ and ‘more effective style’. . — 


Forces i the Situation 


ese forces include the type of or anizati 
4 a cmesaire. g on, its problems, group effectiveness 


Continuum Theory provides a re. on 


‘ 


. 


of the situation. However, the basic difficul 











Basic Style Less Effective Style employee orientation and task orientation are not Opposite ends on a continuum 
seas = en It means a leader, if becomes more employee oriented, he does not necessari 
Integrated — omp become less task oriented. This was also corroborated by Ohio Studies 






aes “5. 
Dedicated © Y Autocrat. . 
din, Missionary 
Deserter 


Four Framework Model 









Inthe Four Framework Approach, Lee Bolman and Terrence Deal (1991) suggested 
that leaders display leadership behaviours in one of four types of frameworks: 
Gontinunine 66 Leadership Béliadiour Structural, Human Resource, Political or Symbolic. The style can either be effective 

: ;, or ineffective, depending upon the chosen behaviour in certain situations 
Tannenbaum and Schmidt (1973) have explained the range of possible leadership) _ | | | 


styles on a continuum from authoritarian to free rein. . Structural Framework 


a be 


Inan effective leadership situation, the leader is a social architect whose leadership 
style ls analytic and well designed. In an ineffective leadership situation, the leader 
Goes into the details and reflects the behaviour of a typical bureaucrat. Stnictural 
leaders lay emphasis on structure, strategy, environment, implementation, 
&xperimentation and adaptation. 






Boss-centred Leadership «--------------- Subordinate-centred Leadership 






Use of authority 
_by the manager 








Human Resource Framework 


Aleader with HR framework acts as a catalyst. He supports, advocates and 


Figure 6.3: Posible Leadership Styles on a Continuum “mpowers his followers. He believes in people and also communicates the message 
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Leadership 


° sles 6 racteristics of a person make 
Hi ted (o leaders In various surveys a S Bird examined twenty lists of traits 
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articipation of his 
accordingly. By sharing information, he enhances a Pe ewith ; a a Hs os ch 
and involves them in decision making. Contrarily, a leade : Mew k 


y t ax, 
acts as a pushover, he abdicates, and he is even called a hoa Dersonel che 


\ 


Political Framework -ocate; his leadershi , pp alt isis. Leaders are characterized nd found that none of the traits appeared 
An effective leader with this framework is an advocate, an aa ni S le {, on ill [Is eatnese to nobility, Le >. by a wide variety of traits ranging all the 
coalition and team building. An inefiective leadership. e ry ae land, Is af wav saa S iaeriee vies ‘ ae €TS are presumed to display belter jadement 
Buster; his styie we Scrape oe a ‘a ‘ices ther etd ant Deals that they posse activities. The Study of the lives of successful 
what they can get: they assess a eagle cette and then use i jea‘ rs ff e persons who poss — many of these traits According to the Trait 
linkages to other stakeholders: they use persuasion first an Negottatio, meory’ t ye slecsashil (ean en the following traits or personal characteristics 
and coercion only if necessary. could beco ers: 


ality: Physical 
good Person ysical characteristics 
A personality of an individual. Success of a Je 
on te good personality. , 
intellectual Ability: For a leader, the level of 
an his followers. Intellectual ability enables a le 
accuralely and take decision accordingly. 


initiative: A leader should have the initiative to undertake activities on 
e. , 
Imagination: It ‘ also an essential trait for a successful leader. He must be 
able to pene s on adopt the right course of action to achieve the result. 
Maturity: A leader should have emotional maturity and bal peram } 
Maturity is reflected through behavioural See — aa 
Desire to Accept Responsibility: Accepting responsibility for his actions 
(irrespective of the results) creates a positive impression in the minds of the 
followers. A leader should have this trait also. 


Self-confidence: A leader should be self-confide 
nt. Hi : 
motivates his followers and boosts their morale. s self-confidence 


Flexibility and Adaptability: To become flexible and adaptable, a leader 
should have an open mind to accept others view points. This fosters innovation 
and creativity in an organization. 

Objectivity and Fairness: In dealing with followers, a leader should be objective 
and fair. This trait requires a leader to be honest, fair, impartial, unbiased and 
of integrity. os | 

Considerate: To be considerate to the followers ensures cooperation from the 
followers, which adds to the success of a leader. 


and level of maturity determine 


7 Kk 
Symbolic Framewor ader, to a great extent, depends 


tuation, the leader is a prophet, whose leadership g : 


In an effective leadership si P ; 
is inspiration. In an ineffective leadership situation, the leader is a fanatic or foo 


whose leadership style is smoke and mirrors. Symbolic leaders view organization, 
as a stage or theater to play certain roles and give impressions; these leaders ,,,, 
symbols to capture attention; they try to frame experience by providing Plausipj, 
interpretations of experiences: they discover and communicate a vision. 
This model suggests that leaders can be put into one of these four category 
and there are times when one approach is appropriate and times when it would p, 
be. Any one of these approaches alone is inadequate. We should be conscious of 
all four approaches and not just rely on one. To take an example, during a Major 
organizational change, a structural leadership style may be more effective than, 
visionary leadership style, while, during a period when strong growth is neede, 
the visionary approach may be better. We also need to understand ourselves ag 
each of us tends to have a preferred approach. We need to be conscious of our 
preferred approach at all times and be aware of its limitations. a 7 
ie 


intelligence should be higher 
ader to analyse the situation 


MISCELLANEOUS THEORIES OF LEADERSHIP 


F.W. Taylor's Scientific Manager's Style (1911), Contingency Theory of Leadership 
by F.E. Fielder (1967), Group and Exchange Theories of Leadership by Hollandder 
and Julian (1969), Path-Goal Theory by R.K. House (1971), Trait Theory of J. Kelly 
(1974), Social Learning Theories by A. Bandura (1977) and Situational Leadership 
Approach by Kenneth Blanchard, Patricia Zigarmi and Dera Zigarmi (1990) also 
explain leadership theories but among al] these Situational Approach is more 
preferred for its relevance to real-life work situation and more particularly for its 
applicability in service sector also. 

From the above theoretical discussions, we can group various leadership 
theories in to following four categories: 

1. Trait Theory of leadership 

2. Behavioural Theory of leadership 

3. Situational Theory of leadership 

4. Great Man Theory of leadership 


Limitations of Trait Theory 


1, One of the major limitations of this theory is that it assumes leadership 
to be a born quality. This is not always correct. Leadership quality can 
also be developed through training. Even by successful handling of a 
crisis situation, one can merge as a leader. This has happened in case 
of Russy Mody on 1 May 1947 at Jamshedpur plant of Tata Iron and 
Steel Company, where he could pacify the militant workmen, who were 
beating executives and supervisors to outburst their grievances. 
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A Rricular trait or some traits may helpa pace # a ieo ance (a 
a Situation but he may fail in other situations. It 1s als | 0 On ? 
atl ‘listed traits. a 

4 leader with all such liste . ; oti | a} 

3. There is no quantitative tool to measure a , plane situation oF 
presence of traits could only be understood only V as 1 0¢ K 

i situation. ll 

and a leader manages the s! ic venti ie 

al traits are only indicative and not exhaustive. A SUCCE ssp i 

alee . te t er traits like; foresight. vision. methodical, thor me 
leader may have other tralls Sig . . 

etc.. also. : ; - 

. ; art of leadership. In order to 4, 

_ Personal traits are only a micro p a be 
) ees, leader, one must have other qualities also. Hence, MEASUting. 


a4 6 





j 
r 


leadership quality only on personal traits may be wrong. i | 
, 4 
° | “ | 
Behavioural Theory of Leadership 


an 
As per this theory, a particular behaviour of a leader provides a greater satisfac, 


to the followers. Such behavioural attribute enables followers to recognize aleaq | 
This theory is based on the premise that a leader plays a role behaviour, usin. 
his conceptual. human and technical skills, which influence the behavioy; af 
followers. Behaviour is not a trait: it sets a particular role pattern. For instance, 
leader may have a nurturing parent behaviour, which appreciates the problems 
followers and even cajoles them when they fail to deliver, whereas, there are 
leaders who may have a critical parent behaviour, which depicts critical Nature 
in dealing with such situation. He never appreciates, only reprimands. 


Limitations of Behavioural Theory 


1. The behavioural theory cannot justify why a particular leadershj 
behaviour is effective in one case and fail in another case. To tale 


















behaviour on the part of the leader and repeat the same mistake. Critical 


+ | 

2. This theory does not recognize the traits of leaders. Certain traits, however, 

_ may make a successful leader. a : 
Situational Theory of Leadership _ | 


This theory attributes leadership emerges from a situation, i.e., how | na gen 
situation a leader performs. Followers tend to follow a leader who is capable to 
fulfil their aspirations in a given situation. A leader, duly recognizing the needa 
the situation, performs. Hence, his style may differ from situation to situation | 
Again, we can cite the example of Russy Mody, who had emerged as a leadtt 
because of his proactive way of dealing with militant workmen. oo 


Limitations of Situation Theory 


1. Major limitation of this theory is that it lays emphasis on the leadership! 


a leader in a given situation. If the situation changes, there is no me nt 3 
whether a person still continue to be a leader. The best examp le here 
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Leadership 
(rade union leaders. Followers m 


ay reject th 
icader fails to meet their expectation. in ite if a trade union 
, since situation changes, same style in al rent situations. 
'  euccess. However, the Style of lea Hanes 


and the behavioural role of a eo is infl 


ations may not guarantee 
uenced by particular traits 


Man Theory of Leadership 


Limt tations 


). This theory is not scientific and also has n 
cases, one can prove this theory wrong. 
2, This theory neither explain who are 


lead 
leader, nor how they behave and emerge oe oo they emerge as 


LANGUAGE OF LEADERS 


0 empirical basis. In many 


The six most important words: ‘I admit I made a mistake.” 
The five most important words: ‘You did a good job.’ 

The four most important words: ‘What is your opinion?” 
The three most important words: ‘If you please." 

The (wo most important words: ‘Thank you,’ 

The one most important word: ‘We’. 

The least most important word: ‘T 


|SUMMARY| 


In this chapter, we have discussed various concepts of leadership, drawing 
lessons from organizational practices across the globe. Leaders must 


perform situation analysis to decide the corrective action and to move from 


_ one action to another. He/she must be able to make timely decisions, be 


competent enough to use problem-solving techniques, decision-making 
tools to churn the situation desirable for the organization. However, 
one important thing is to remember that no particular style may prove 
to be all-purposive in any situation. Situational changes determine the 
leadership style. Today throughout the world, leadership is considered as 
one of the important training needs for organizations to gain competitive 
advantage. Hence, it is no less important. Building leadership, therefore, 
now considered as the important priority for organization. It requires a 
systematic understanding of the existing skills and proficiency of the 
employees and train them suitably through a systematic approach. 
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REVIEW QUESTIONS 


1. Briefly state the history of leadersht] 
organization. _ } 
“Ys leadership different from management? Explain. | " 

What are the important characteristics of le 


,. Why ts leadership so fmportant tn today, 6, 


adership? 
















f leadership. | | . 7. 
significance and principles © : : it pean 
State the sign leadership styles? Do culture and climate of Y 
How does environment affect I¢ eel 





. organization also affect ee. ae — a | ial : 
Descri t factors of leadersn!p- mee a 
; List ee ea of a leader. What fs the principle eee me ca 10 
8. aeeseiins exertion of power? Explain the relationship between leadership any 
—_ differ rom org 
9. Discuss different leadership styles. How do leadership styles diller Irom orgg ltlon. 
to organization and also in the same organization? mut \! 
10. What are the important attitudinal elements of effective leadership? a 12. 
11. Explain the important skills of leadership. Do you think the degree Of sy \ 13. 
skill sets is uniform in every situation? "3 
12. Briefly explain the theories of leadership. -— 
13. Leaders are born and not made! Do you agree with this statement? Justify yo, 
answer. -_ 15. 
14. Discuss the theory of Managerial Grid. How it is different from 3-D Leadership 
Model? ‘i 1° 
15. What is continuum leadership behaviour? 7 ie 
16. Explain the leadership framework. Is it necessary for all leaders to follow a par Houle 
framework of leadership in every situation? oa 
17. What is Trait Theory of leadership? How is it different from the Behaviourg 
Theory? 
18. Explain the relationship between Situational Theory and Great Man Theory ¢ 
leadership. 
19. What is formal and informal leadership? Does informal leader follow any particuly 
style of leadership? 
20. Short Notes: 
(a2) Leaders and Followers 
(b) Communication and Leadership 
(c) Laissez-faire Style of Leadership 
(d) Transformational Leader 
(e) Paternalistic Leader 
(f) Leadership and Empathy 
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Organizational Control 


———SSSSSSSSS—NSSSsS DEFINITIONS oF CONTROL 


parker Follet defined contro] as ‘...@N as 


. Whereas pl Pect of projection of : 
er continues Planning sets the: on of planning.” She 
LEARNING OBJECTIVES jr ye course and initiates action to et couse. Control observes deviations 


’ re 
propriately changed one. "mm to the chosen course or to an 


ap Beilley Goetz. ‘ 
yccording to y Goetz, ‘Manageria] 
ant a culated programmes, whil es Planning seeks consistent, integrated 


to conform to planning.’ | 


Henri Fayol defined control as ‘In an unde 
hether everything occurs in conformity inte §, Control co 





~ 


Affer reading this chapter, a student would be able to: 

. comprehend definitions and concept of control 

e know the essentials of good control 

® understand the interdependence of control with other fun 






ah 
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tic Ns 
e nsists in verifying 
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of management J the ol 
wae Serif er the principles es Plans adopted, instructions 
e be familiar with various steps involved in controlling function issued and Pp Pp tablished. It has for object to point out weakness and 





rors in order to rectify them and prevent rec 
things. people and action.’ 

As per W. Haynes, ‘control means the 
events against the standard of plans and the 
attainment of objectives according to plans. 
which actions are in accordance with the plans and issued ins 

tructions, 
and analyse errors and deviations and to initiate adequate pe rae pleas on 
According to P. Strong, controlling: | . 
+ measures the results against objectives 
caters j . plans, programmes and 

* decides if any deviations is significant | 

* takes action designed to prevent unfavourable deviations 

* answers the continuance of above standard results 


© comprehend the methods of control urrence. It operates on everything, 


e realize the importance of control 
¢ understand various tools and techniques of control 


























INTRODUCTION 


pa organizing and directing set the pace, while contry 
ensures that results are achieved in line with the goals ang 
objectives decided by the management. Like planning, controlling js 
also a never-ending process of management. Management through 
periodic intervention forces the activities of an organization tp 
conform to plans. Therefore, planning and controlling are intimately 
related. Like planning. controlling also has the same characteristics 
of unity, continuity, flexibility and pervasiveness. By comparing 
actual results with the plans, management enforces control fo 
accomplish the goals. Even through control process, management 
can understand the possible difficulties in achieving the results 
as per plan and thereby can go for the periodic review of the 
plans to keep pace with the changing requirement. Like planning 
controlling is also a managerial function, which cannot be delegated 
Now-a-days, we can make the planning process participative, in 
order to increase the commitment of the down-the-level employees. 
However, controlling can never be delegated. Management thro gh 
periodic review suggests remedial action, alteration of plans 
change in the structure of organization in the staffing proce 
or even change in the process and style of direction. All tie 
form the part of the control process. In fact, control comple 
the complete sequence of managerial process. Some auule™ 


What Is Controlling? 


Reviewing the definitions, in the broadest term, we can define control as the efforts 
4 the people that are controlled. Efforts of the people can be broken down into 
ee areas: 


Input ———— Process ap Output 


Incorporating the essential ingredients of above definitions, we can also give 
comprehensive definition of control as below: 

As function of management control indicates measuring and correcting the 
Subordinates’ performance of activities so as to ensure that the organizational 
Plans and objectives are achieved, Control is also to know the extent to which 
actions are in accordance with the plans and issued instructions, to report and 
analyse errors and deviations and to initiate adequate corrective actions. 


he ‘ - 
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CHARACTERISTICS OF CON 
following characteristics can } 
t 


TROL 


On the basis of definitions of control, 
formulated: 


Control and Planning Are Closely Related | 
In fact. the terms ‘planning and ‘control are i Dene ae In | 
designation of departments which carry out oe ec os nae Cduling 
and routing. It emphasizes that there is a plan which : anne sale Our and. 
activities in the organization. Control measures these bene ACtIVItfog 
and suggests measures to remove deviations, if any. an " 
_ Thus. control implies the existence of certain goals and standards, These 
goals and standards are provided by the planning process. Control is the y, 
of particular plans, goals and policies. It is forward looking since one can Contre 
future happenings and not the past. However, on the control process, always th, 
past performance is measured because no one can measure the outcome of al 
happening, which has not occurred. In the light of these measurements, manag a 
suggest corrective actions for the future period. "s 


Control Is both an Executive Process and from the Point of View 
of the Organizations of the System, a Result ) 


As an executive process, each manager has to perform control function jn the 
organization. According to the level of manager in the organization, the natu, | 
scope and limit of his control function may be different as compared toam . 
at the other level. Administrative control constitutes the most Comprehensiy 
control concept. All other types of contro] may be subsumed under it. | 


Control Is a Continuous Process 


Though managerial contro] enables the manager to exercise control at the point 
of action, it follows a definite pattern and time table, month after month andy 
after year on a continuous basis. : 


¢’ Control is a coordinated and integrated system aa _ 


¢ This emphasizes that although data are collected for one purpose, these: 
data should be reconciled with one another. In a sense, control systems. 
a single system, but it is more accurate to think of it as a set of inte prated 
sub-systems . — 

* Control is neither the beginning nor the end function of any managemenl 
process, it is in-process | 

e Control is a dynamic process 

¢ Control is exercised at all levels of management 

e It is identified with individuals / ll 

¢ It does not necessarily mean curtailment of the rights of the subordinalé 
managers and individuals z 

-e Control is not something as interference as Follet had pointed out long a» 

In fact, control implies: (a) control by facts rather than control by mealp 
(b) correlation of many controls in place of superimposed control 
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Organizational Control 


ESSENTIALS OF GOOD CONTROL 


control must reflect the nature 


objective. Subordinates' respon 
evaluation of their performance 
Control should be motivating, it should not be 

Control system should motivate both con coercive 


design of control system should be s; 
py fulfilling their needs € such th 


, There should be some managerial Self-control 
Other essentials for good control are as follows: 


troller and controlled. The 
at aims at motivating people 


forward-Looking Control 


Ideal control is instantaneous, self-correcting and forward-looking. Managerial 
control is not exactly similar to the mechanical or electronic a) N man 
there exists a time-lag between recording and reporting the etn and the 
corrective actions to become operative. A manager should, therefore, structure 
his control system in a way so that deviations are predicted well in time, and 
corrective actions can be initiated before substantial deviations occur ) 


Flexible Control 


In order to accomplish objectives, if it becomes necessary to revise the plans, the 
control system must have the scope to adopt itself to new developments. The core 
{dea is to make control process workable in dynamic business situations. Flexible 
plans tend to make the control adaptable to new situations. 


Organizational Suitability 


Organizational suitability control is enforced through managers, whose role 
positions are embedded in the organizational pattern itself. Managers are provided 
with required authority, so as to enable them to exercise self-control and to 
initiate corrective actions. Control information flow should be in consistent with 
the prevailing organizational structure. 


Control Should be Economical 

ae system should be economical. Economical control system is cost effective. 
cumbersome control system may sometimes have to be discarded because cost 

and benefit considerations do not warrant its installation. 
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Organizational Control 
ierdlependence of Contro] With Othe 


r Functions of Management 
€ of Loals and 


company cannot always afford technology-empowered control SYstem, 


ny lie 
e large companies. control implies the existenc 


‘6 gine withoul them. He cannot mea Plans, no mana 
* 48 . ‘ () Sure fer can exercise 
. Strategic Point Control (Pointing Out Exceptions at Critical Point, co! desired se unless he has a ha ae his subordinates are operating 
~ : : al who sh , 
F All deviations are not of equal importance and do not require the same amoy “(aie d tha ould make 


ee Organization, it cannot be 
ection, a and who should take corrective 


jou. m 
ac! active action on the actual perform i. Thus arn cannot signify the impact of 
ifferent phases of management 


cor! ed to be effectively link 

ess me ¥ "inked together, 

ns jrcilitate the control process. Bether. All these functions of management 
gf c 


attention. It is thus one of the essential requirements of an ae cone Sys : 
to highlight the critical or limiting points that deserve | ; ai a aig Allentio, 
for appraisal and adjustments. Thus, efficient contro : . criminate, 
between important and unimportant factors and through it, makes the S¥sten, 
more effective and less costly. 


Control Should be Simple to Understand 


Often control system experts recommend more sophisticated techniques of Contry 
systems overlooking their understandability to the managers of the Organization 
Also a cumbersome control system may not motivate people to use it, resulting 
dependence on the traditional informal control, based on grapevine informatio, 
Thus, while launching a system of control, the management should see , 
tool is properly understood by all those who have to manage ahs Mathematicy 
formulae, complex break-even charts and detailed statistical summaries, tho, 
very useful may fail to prove as effective control devices if their meaning jg nol 
properly communicated to the executives who have to use them. 


PREREQUISITES OF A GOOD CONTROL SYSTEM 


isites must exist befo 
9 prerequis re any mana ‘ a 
ont Ser can devise or maintain a system 


Control Requires Plan 





t js obvious that before a control techni 

pased Upon clear and integrated plans, 
ing. Plans are required first 

of planning ; St as management 

standards by which desired actions are meee Fence a — gga 

foremost requirement of control.. , plan becomes the 


Control Suggests Corrective Action Control Requires Organizational Structure 


Goals or objectives and strategies of the Organization, requir 

sapiog’ , e each r 
to share responsibilities and to contribute to its eis Sete 
accounting can be imposed at all levels of management, and the points sf devlations 
can be very easily located. Hence, the control vouches for the necessity ofa table 
organization structure. . — “ 


Effective control system should be capable to track deviations on time and sy eg 
the required corrective actions. Simple tracking of deviations is not just enough, I 
should also be able to prevent deviations and errors, so that it does not occur, 


Worker-Focused Control 


Modern control system is worker focused rather than work or job oriented. If 
corrective action is called for, persons accountable for results are to be located 
for initiating remedial actions. Worker-focused control is generally associated with 
higher productivity. 


THREE TYPES OF CONTROL 


Inaccordance with the sta icati ee 
Fes Stages of application, control function is divided into three 


Feedback Preliminary Control 


A manager responsible for contro] needs a continuous flow of information na 
to the actual performance so that deviations are promptly corrected in ne, 
Information which flows back to the manager for this purpose is nothing but 
feedback. Feedforward information flows back from the manager to the performers. 
Information may be given as a feedback informally or formally. Informal feedback 
through personal contact, informal discussion and personal observation. Finanel 
statements, reports, statistical analysis and other written communications furnls! 


examples of formal feedback. In every organization, information is given as 
feedback both formally, as well as, informally. 


It is exerted through the process of planning and allocation of resources in the 
operation. It means that allocated human resources should be able to meet the 
Job requirements. Allocated material resources should be in accordance with 
the quality and standards available on time. Machines and equipment must be 
available on time, and so also the optimum availability of financial resources. 


Monitoring 
: ‘ a concurrent or simultaneous control system to monitor the ongoing 
a pelions, SO as to ensure the achievement of intended objectives of an 
ae lon. Traditionally, organizations enforce such control through managers 

Supervisors, who ensure this through on-the-spot verification of the activities, 


ee ©n the standard operating procedures (SOP) or any other defined guidelines 
Policies of the organization. 
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large automobile manufacturers 







getline excited by their results 
“ae 1 . 
Eva! uative or Feedback Control | nl rly cad bch 
2 nd results to develop the framework for future actions, Some inl pene iowed . 2 adr being profes 
e commonly used techniques used for this type of control are, impact analy," ue ‘ sad been iver aa creatin 
BP ity control, performance evaluation and cost-benefit analysis. SE cat wh orice ot ai € task of Managing independ 
q . 3 : tes or types, helpa mplemente € participative pendently after finalization 
The distinction between these three control stages YI “IDS Us , an en hoping that results pla 
broadly classify the stage-wise scope of control functions and accordingly Sclegy ; atustas would be bet 
the matching control techniques. | obi  B Ho er of 70 per cent of t 
From another perspective, we can define control types 4s (i) Strategic Contry ee J heir targ 
abi ae }| nterm! , 


(i) Tactical Control (iii) Operational Control Systems. 2. ‘ 
¥ syste! 





) 


tt considers the e 


Strategic Control STEPS IN CONTROL 


| | te 
A strategy is selected and implemented over time. However, Strategies be control in organizatj 
forward looking, designed to accomplish the objectives in future, it is ecesaad ‘To enforet Ons, we follow certain steps as below: 


to enforce control over strategy. We have discussed this in details in our chan? : , 
on Planning. a | | + Chay i. gstablishment of Standards 

ae e first step in the process of control js t 
Tactical Control ‘ae TandardS 0 formulate plans and establish 


Tactical control focuses on: assessing the implementation of tactical oe 4 | planning sag ee a hea of the future, while standards relate to the criteria 
departmental levels. monitoring results and taking corrective actions, if nece “a ~ of pe eo seal ses a rw are yardstick against which control must be desired 
2B it follows logically that the first step in the contro] process would be to establish 


Middle-level managers make use of this control for achieving departmental Loals d b 
© # plans. Standards may be tangible or intangible, vague or specific. However, these 
must be so expressed that the people concerned can understand them and that 


and objectives, meeting departmental programmes and budgets. on 
| the accomplishment of assigned duties can be measured against them. Standards 


relating to factors like employee morale, loyalty and results expected of a traini 

“programme and public relation cannot be generally stated in quantifiable t cans 
Such intangible and somewhat abstract standards need special care. To judge 
the performance, organizations may consider a large number of anaes and 
the strategic control points and ultimately decide the most effective standards 
for appropriate assessment of performance. While determining strategic control 
standards, management should be economical, comprehensive and balanced. 


Control standards would be effective when it relates to the specific performance 
of individual. This is due to the reason that in organizations, people are held 
responsible individually for the delivery of results. At times, however, this process 
ofindividual-based performance standards may not work. This is more particularly 
‘ina situation, where individual decisions are based on cross-functional inputs. 
lt is now the practice in the organizations to form a Tender Purchase Committee 
I. (TPC), drawing people from different functions, so that correct purchase decisions 
(in the form of cost effectiveness, quality and on-time delivery) can be made. Let 
us consider the case of the level of inventory holding in any organization. This 
“tepends not absolutely on individual decisions, but on the decisions of several 
“Others, like those in production and marketing, etc. In these cases, performance 
, . ecards can be set at each individual level of decision making to ensure better 
et MG rol, 























Operational Control Systems 


Operating managers also need control methods appropriate to their level of strz ‘egy 
implementation. Their primary concern is allocation and use of the compar " 
resources. An operational control system is enforced in the form of guidance for 
the monitoring and evaluation of operational activities of the organization. This 
helps in accomplishing the organizational objectives. 


Managing without Control _ Ss 


CHEVRON Corporation, a leader in the petroleum industry, practices ‘di rect. 
participation’, as an efficient process of designing and also for implementing 
change. This has helped the company to develop a response capability for 
the workforce (using their ‘collective wisdom’) to out manoeuvre competitors, 
The system works like this: a 

e Organize large-scale conferences (of two to three days) involving va ety 

of stakeholders 

¢ Discuss on issues that require change 

¢ Bring multiple perspectives for action 

e¢ Select the line of action 

¢ Communicate the same throughout the organization 


¢ Implement the identified changes 2 
- 7 
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Pry ‘ erie Organizational Control 
= METHODS For 
be ‘Measurement of Performance CONTROL 


is the evaluation of performance, At { 
= tep in control process 
_ The second basic s 




































. wUre r § . ics 
’ is decided, Such evaluation system mug, jict 
ance evaluation Ss} stem et be 0 ; 

stage. eaiaee uring the work in terms of control standards and communteattng ansultc the preliminary level of Control, polict 
oo isal to persons responsible for taking corrective actions. | oulie decisions, are considered more effectj €s, which provide guidelines 
eae ea { of performance must be in those units which are correspong, f !0! jenenlalion of policles are different, poly = ve. Setting up of policies and 

Oe ee It is not a mere post-mortem of past events. It fg Ro ‘vt on of management, whereas, policy imp etting Is included in the planning 
to un ~ ] 


Ssiehetate ables the manager to predict fyi, > f management, 
od j termine the mistakes. It enables Utipe % : 
ee %t should ideally be forward looking to detect the deviation, 


ccurs. so that unwanted situations can be avoided by taking Suitah), 


quncllon 


problems. ab D escriptions 


before it 0 
actions, well in advance. , = scriptions are a part of the eo | 
easarement of actual and expected performance Wo Pe Ca) Mh fe reaponstbllifes and autherty of ean ine they predetermine the 
standards are properly developed, and the Sed jy fact! job-holder, 
d monetary terms. To take an example, units of production, Volume of 
he ama ae ‘ection. V and volume of production loss due to the mae all 
sales, rate of rejection, value | ching 
downtime. etc.. are some of the effective measurement criteria to evaluate { i 
performance standards. However, qualitative or intangible performance Canny 
be so measured precisely, just the way we cannot measure the employee Morale 
Organizations in such cases make use of psychometric tests, attitudinal and opinion, ] 
surveys, focused group interviews, etc. As these techniques are more intuitive f 
nature and may not exactly track or account for the exact performance standard : ' 
Peter Drucker believed that it is not always necessary to make the measuremen : ‘ 
criteria absolutely quantitative. Rather, it is more important both for the tangible 
and intangible performance to develop measurement criteria which can meet the 
following conditions: 
(a) Must be clear, simple and rational | 
(b) Must be specific and relevant i | 
(c) Must provide direction to focus attention and efforts “fe ! 
(d) Must be reliable and self-evaluative ‘= 
To compare the actual and the standard performance, organizations can folle 7 
two steps, (i) assessment of the extent of deviations and (ii) identification of the 
causes of deviations. Since, the nature of deviations is often very specific to the 
type of activity, organizations cannot adopt any uniform practice to determine 
the deviations. To take an example, any minute variation in the balancing ofa 
gun barrel (mainly ascertained by Viewers, who are trained to perform this task 
manually seeing through the gun barrel) can ultimately render the barrel unusable, 
as it is a very crucial quality parameter. On the other hand, + 5 per cent der lation j 
in the chemical properties of a stee] bar may not render the same unusa ble. 


0 gality Control of Materials 


Pe terds. Let us suppose, management ‘ha must conform to the quality 
materials on * D per cent deviations. To e 
control over the quality of supplied mater 
je., decisions on acceptance or rejection 
observations. This preliminary contro] syst 
materials is construed as policy guidelin 
guidelines or predetermined Standards 
people who can automatically take deci 
seniors. A sample of documented ins 
supplied materials, detailing the me 
task of the quality control inspector. 


al 
\ 


Budgets 


Budgeting controls the availability and the interest costs of financial resources. 
A budget can facilitate the availability of funds to meet the financial obligations 
In anticipation of the flow of activities in a production or operation cycle. Thus, 


budget is an effective checklist for the managers. This ensures that all necessary 


tems have been considered. To take an example, an organization may include 


recommended ratios or percentages for each and every item and restrict the 
manpower cost of a given project to a maximum of 30 per cent of total cost. In 


this case, it can be said that the budget for the manpower cost of the project is 
30 per cent of the total cost. 


' ,) 


Correction of Deviations | | 


a) 


Audit 


This is the last stage in the control process. It requires initiation of actions to ensue Periodic audit becomes the primary source of collecting information to evaluate the 
desired control. In fact, correction of deviations is the point where control ord activities of a programme. Audits are of different types. Management audit focuses 
together with other functions of management, like, planning, organizing, st Hing On efficiency of doing a project. A financial audit, on the other hand, evaluates 
and directing. Due to this, many persons hold the view that correcting dé ations € financial aspects of the project. This can be enforced by the manager through 
is not a step in the control process. Correction may be done through ré dralue B) Periodic Stuninarizations and classification of financial statements, considering the 


the plans, changing the organizational structure, by re-staffing or through bel) four primary components of financial structure of any organization, i.e., income, 
direction of subordinates. 


ig : 
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| f ; ; | Organizational Control 
| ssets and liabilities. Also, a financial audit helps the managers {9 Lake he time requirement exceeds 
exper ses, a 


{ organizational financial planning and budgeting: | ner oars and diagrams, 
° . 


ne yom ihc above discussions, 


} : | | ‘ 
Standard Cost Analysis | DB ccpint 2 view the current organizational ate different types of control, 
J ie c c . 
Information on standard cost system helps the manager lo compare the Acti) y ke controls used to standardize erform €s, as below: _ 

ae with the standard costs and to understand the possible reasons for he reducing costs by way of time and Nines for increasing efficiency and 
ait tion, if any. Also, it helps in determining the appropriate rbd: ee procedures or work schedules otion studies, inspections, written 
to avoid future variation (more in the form of upward change) in the costs, Which controls used to consery 

a 


. e€ 
otherwise could be detrimental to financial health of the 01 ganization, responsibilities, separation Company assets through allocation of 


Or |i 
kely to exceed the standards displayed 
We can 
































\ 
Employee Performance Evaluation | 7 3 
This is again another type of most significant and difficult feedback con : | 
techniques. For any organization, their ultimate source of competitive strength jj. 


with its people. Hence, effective performance of people can make one organiza e 
better than the other. Employee performance evaluation is important for thi, ; 
reason. Again it is difficult to measure because obj ective performance standards... 
difficult to develop. One of the important methods of the performance evaluation 
is the period performance appraisal of employees. The scientific structuring of}, 
performance appraisal form makes the task easier. The most effective way jg, 
develop individual Key Performance Areas (KPAs) and Key Result Areas (KRAg, 
in qualitative and quantitative terms (which are targets given to employeeg) ;, 
line with the overall organizational objectives (Management by Objectives). Thi. 
approach makes the task of employee performance evaluation little easier, 
However, care should be taken to ensure that KRAs and KPAs are made o, 
developed for the employees following a participative approach, i.e., develope 
upon mutual consensus. We must not, however, forget that this can only reduce 
the problem of evaluation and not eliminate the problem altogether. Anothe 
approach is by comparing with labour productivity ratios. Standard productivity 
ratios can be developed either internally or benchmarking or comparing with 
other organizations. 


reports, internal audits, bud 
per employee 


‘ Controls en for planning future operations through sales and 
production forecasts, budgets, cost standards and other standard 
the measurement 4 } : a 


gets, 


» Controls used to permit the top management for keeping various plans 
through master budget, policy manual, 


aa the use of coor 
management consultants 7 dinating committees and 


; ae rca to mauvate personnel through promotions, rewards 
or suggestions, profits sharing and other , 
| achievements : er methods of recognizing 


a 

‘al 
he 
Many organizations, through the analysis of the impact of their decisions, try to 
measure the implications of their plans and how far the planned objectives ar 
met. Control is enforced through alteration of plans accordingly. To illustrate and 
to provide better customer services, a new generation private sector bank maj 
decide to introduce online banking. However, online banking services ma) r crealt 
problem due to the lack of adequacy of technological support at the customers 
end. The bank may find it better to improve customer services through more AIM 
and through the introduction of Credit Cards or Debit Cards. Hence, the impat 
assessment helps in effective control of customers’ services. 


Impact Assessment IMPORTANCE OF CONTROL 


Importance of control can be enumerated by listin th 
controlling: | y g the following benefits of 


Insurance Value of Control 


The risk of nonconformi 
estimated b 


ty of the actual performance with intended goals is largely 
tn 


y controlling. The basic function of control lies in regulating operations 
such a way as to insure the achievement of predetermined objectives. Continuous 
Teview of work progress for making necessary adjustments in operations brings 
the performance back into line or holds it in line with the intended goals. 
Graphic Charts and Diagrams Basis for Future Action 
Evaluation of fin 
Available for futr 
for repetitiy 


; {* 
Network diagrams, graphs and charts help to plot the organizational activ 
All these can help the employees to visualize the interrelationships between” 


al results on the completion of work makes facts and information 
activities and to determine the operation-wise time requirement, Control s enfortt 


ire planning and organizing. Such evaluation helps in replanning 
€ operations, in planning for the next step in nonrepetitive operations, 
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Industrial Management | 


i ‘cll as, in rewarding, puniship, 
na, ins organizational changes, as W - : ~"S Op 
p a Aint SL aiaiee As a matter of fact, a a ane Ma & 
Fe Fr possible unless control information flows continuously en Wor, 


projects. “tae 
eo | 


Indication of Managerial Weakness = 


Organizational Control 


, gitations of Corrective Action 


are several limitations in tak 


cre § CO 
4 eral NB eens ba hee busines pene Seiad avoiding mistakes. 
yplel Bakes arial pitts control. To take an Sanit y external forces, over 
: quelyis : Savi Witht and are only known sabse. €, managerial mistakes in 

s successful manag pp 7 r tical ee Organization, mj iwently when products are 
ns for ensuring succ MM ATEMen p ground of practical expediency —aly rene nor deviations are bypassed on 
m deficiencies in other manager on i sc of the cost and time fival Casons for deviations are not ascertained 
there may appear too Many unkyo, gare results cannot be singled Gation, and persons accountable 


‘functions. Before accomplishing the work, lou. 
aes ; overed by initial planning, organi! y and absence of timely Situations. Moreover, the lack of 
{ in character. may make the corrective actions 


f ituations which cannot be c : 
and unforeseen situations ment that reveals até 


> 


in 
iS) 


Control keeps a check on other functio 


The problems of control stem mainly fro ved in invest; 


info 
i qutho rmation 
and directing efforts. It is the control function of sda en eee US ang prelev 
feeds back necessary information for indicating manage akne Ses and f, 


ss, 
removing them by remedial actions. 


40) 
i 


fuman Reactions to Control 


Facility of Coordination 


Coordination is facilitated by the contro] function of management. In the con fet controlling results in the reduction of qu 


of predetermined goals, control keeps all activities and efforts within thei fixes in the favour of short-range ones evadin 
boundaries and makes them to move towards common goals through Coordinates covering UP of inefficiencies in oth g 
directives. Determining who needs what information, control becomes instr Menta} qetailed type, it is likely to create 

; cats i chains of command through qi fb more adverse eff 
to provide for horizontal communication between chain ‘OUgN direg managers. | ects among the lower-level 
cross contacts. Wastes of time, money and efforts can be successfully avoides 


through the control function of management. 


‘ 
‘st 


| TOOLS AND TECHNIQUES OF CONTROL 
Various tools and techniques are used 


Extension of Decentralization “a 
Despite decentralization, a consistent pattern of executive behaviour and action gm, 
be maintained by controlling the use and application of standing plans thro aghoy) functions: 
the organization. By requiring subordinates to exercise self-control for regulatins § 
their own performance and to refer only exceptional problems to the superior for 
information, the top management can concentrate on overall planning and contr 
without being buried in minor details. 


in organizations to enforce control. Here, 
se tools. Most commonly used control 
Chart covers following aspect of control 


The concept and the use of control limits and control 
¢ Control actions that may be taken in response to a re 
¢ Calculation and evaluation of control ratios 


_ We have discussed about control ch in 
S art 
Practices. Similarly, other control too! S In our chapter on Quality Management 


been discussed in relevant chapters 


charts 
ported variance 


‘a 


SHORTCOMINGS OF CONTROL 


The control system is not an all-cure device and has a number of shortcomings 


“ball 


Control Ratios 
Lack of Satisfactory Standards | 


There are many activities involving intangible performance for which no sa ‘isfacton 
standards can be established. Hence, quantification of output and identification etween budgeted and 
of the level of achievement are not always possible. '- analysis also facilitates fhe eee 


_ | te difference betwee 
; ; | - n the actual an 
Imperfections in Measurement aN activity are t : 
urce input, 


Todu 
ine cha resource usage and the volume of output respectively. The capacity 
BP irces ; y measures the degree of efficient utilization of the labour or human 

S In terms of the actual total working hours and their comparisons with 


Intangible performance creates difficulties in measuring results for evaluallot 
Behavioural activities are evaluated by executive thinking. Moreover, meas uremt 
of everything of everybody's work is not feasible on economic ground. 


t 


Scanned with CamScanner 












I ndustrial \ fanagement 


Organizational Control 


e budgeted one. To calculate the capacity ratio, we make use of the Tollowin, ) Functional Time-usge 
alysis Form 
































rmula: 


\ 


Actual hours worked/Budgeted hours x 100 per cent 7 | 


we consider the achievement of full capacity. Less thy 4 
and more than 109,” 


Mg " =. f =| 
formula; 


At 100 per cent, 
100 per cent indicates under-utilization of the capacity 


cent indicates over-utilization of the capacity. 
To calculate the efficiency ratios, we make use of the following 


Standard hours of output/Actual hours worked x 100 per cent 


With 100 per cent, we consider labour productivity is in accordance with th, 
standard. With less than 100 per cent and more than 100 per cent, we congj ‘ 
labour efficiency (or productivity) is less than the standard requirement OF mor, 
than the standard requirement respectively. More than 100 per cent Jap wi 
efficiency is beneficial for the organization. ‘ot 

Similarly, activity ratio helps the organization to measure the output achiever; a 
over the budgeted requirement or the standards. Activity is the function of capa ot 
and efficiency. It is computed using the following formula: | ind 


: 
Standard hours of output/Budgeted hours x 100 percent. 


With 100 per cent, we say that the output level is in conformity with tp, 
budget. Less than 100 per cent indicates the output level less than the bug set 
and more than 100 per cent indicates the achievement of output level more than 
the budget. The last one is a healthy sign. . a = 
Simple Control through Functional Task Analysis . . 

This helps in identification and description of different functions or activities 
to detail different operations and activities to perform a task. Through this, an 
organization can detail various activities involved to perform any specif - task 
Functional Task Analysis also enables organizations to quickly respond to thi 
changes creatively and proactively, to remain competitive in the business. Please 
refer to the Functional Time-Use Analysis Form on the next page. ; 


q 
‘th 


BUDGETARY CONTROL 


As budgets provide standards of performance, they usually become the basis for 
control. All results and performances are measured and appraised against the 
budgetary standards, which are developed through a comprehensive b idgetar 
programme. Control exercised for the execution of budget is known as budgelar 
control. Budget making is concerned with the planning function; hence, we hatt 
discussed this along with our planning chapter. However, budgetary conto 
associated with controlling in organization. Budgetary control coor ff 2 tes all th 
activities of business in order to centralize control but devolve respons pilities ¢ 


to the each manager involved. ‘it 
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Control is an essential part of any organiz 
are conforming to the plans, which is don 
performance with the plans. 

of management. However, the natu 
are various systems of control. Manage 

systems. try to achieve the results. C 
and control actions, if so required, may ¢ 


Industrial Managervent 


ISUMMARY. 


ation. IUensures whether action 
e by comparing the act 


Control is required to be enforced at all leyey. 


re of control differs with the level, They 
rs. by selecting appropriate cont 
ontrol is integrated with Plannin 
all for changing the plang 


Organizational stnicture has to be designed in such a way, So that effective 
control can be enforced through various controlling tools, else organization 


are likely to face the problems in implementing 


their plans and achi 


the desired goals and objectives. In many organizations, control is enforceg 
from the top through Management Information Systems. . 


(ep Words 


Flexible Control: Control is made flexible to ensure time to time Tevision 
plans to accomplish objectives. The basic idea is that control should Tem of 
workable under the dynamic business conditions including the failure of th 
control system itself. Flexible plans tend to make the control adaptable to ney 
situations. , 
Tactical Control: Tactical control focuses on assessing the implementation of 
tactical plans at the departmental levels, monitoring results and taking Corrective 
actions. if necessary. Middle-level managers make use of this control for achj 
departmental goals and objectives, meeting departmental programmes and 
budgets. 
Gantt or Bar Charts: This technique graphically represents the progress of, 
project versus the timeframe within which it must be completed. Gantt charts 
are excellent graphical representations for scheduling the execution of various 
project activities. 

Feedback Control: This type of control ensures continuous flow of information 
relating to actual performance so that deviations are promptly corrected and in| 
time. Information which flows back to the manager for this purpose is nothing 
but feedback. Feedforward information flows back from the manager to the 
performers. Information may be feedback informally or formally. Informal 
feedback is through personal contact, informal discussion and personal} 
observation. Financial statements, reports, statistical analysis and other written | 
communications furnish examples of the formal feedback. | 
Control Charts: Control charts are useful to present variance data over a period 


of time, in relation to the contro] limits set. 
PERT: PERT stands for Programme Evaluation and Review Technique, and itis) 
the most popular network model. Network models are visual aids that ma y be 
used to monitor and control activities. They are especially suited for disastet| 
relief programmes because each project is not routine or repetitive. 
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view QUESTIONS 


. wWhal !s feedback and wh 











piscuss In what way are plann|{ 


Organizational Control 
Ng and co 


ntrolling re] 
of is all-pervasive tne eaorward cont eee 
contro! 1s alpervasive function, Do ntrol? 
pefine stralegic control. How ts It Pig a 
re 


Eree with this Statement? Justify. 
can control function be deleg 


n 
t from tactical and operational control? 


onal 0al 
What are performance stan dar goals? 


7. ds? Ho 

do performance standards help in contrellings mance Standards decided? How 

agine a Situation li 

g. Imag nivati ke planning without contr 

for an organizaulon? Justify your answer ol. What would be the implications 
9. what are the important requirements of a 

examples. g00d control system? Discuss with 
10. Short Notes: 

(a) Control Charts 

(b) Control Ratios 

(c) Project Evaluation and Review T, 

e 
(4) Gantt Chart chnique (PERT) . 
(e) Budgeting and Budgetary Control 
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Coordination i Pr, 
yncllons and forces of the differe n in Organizations WAV y) 


( é nte 
(heey dis purpose will be realy; Omponent 
(laa Callzeq Parts of 
a maximum of 


Jabo ayol laid 
aig following three a emphas 
qeeest ru ction plans: | Phasis on an Internal coordination 


ach department of an 
with the rest Tganization Should work in a proper h 
per harmony 






Coordination in 
rganizations 


— 


_— 


qnerefore, within the organizati 

be pave , So that individuals i, both vertical and horizontal coordination 
(o other functions and how tp, 
41 coordination is a cobr dination ben neue to the achievement of goals 
erent levels of organizational] hierarch 3 
d, is coordination between different de, a 
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LEARNING OBJECTIVES 


a student 0 ould be able to: q 
d characteristics of coordination re | 
nd significance of coord; a 


Afier reading this chapter, 


e comprehend the nature an 


e realize the needs, importance a 
e know the principles of coordination a 7 
miliar with the objecuves and purposes of coor dination 


e get fa 
tion , 


© know various types of coordina 


neepts of internal and external coordinat 


tion accomplish organizational goals. We have al 


e understand the co 
achieve external coordination. So discussed separate techniques to 


INTRODUCTION 


uccessful planning and organizing alone cannot ensure 
Saccnpietnet of organizational goals and objectives. It requip 
hieved by harmonizing and synchronjyj, 
the group efforts. Unity of action in the pursuit of common purpry 
is brought into the process of managing by the manager mse 
while he does the basic managerial functions of planni 
organizing, staffing and controlling. Now basic question arises, wy 
unity of action is so important in an organization. This is primanh 
because of the individual differences in understanding, timing 
effort or approach towards the accomplishment of organization 
goals. The effort of manager to provide unity of action is knom 
as coordination. Coordination is all pervasive and the essenti 
of management. It is management of interdependence in woj 


situations. | 


unity of action, which is ac 


NATURE AND CHARACTERISTICS 


From the ; 
above definitions, we can list the basic nature and characteristics of 


DEFINITIONS “oordination as under: 


Henry Fayol, L.A. Allen and Ordway Tead consider coord bo Itl 
as a separate management function, while others suggest 4 Sa Dynamic and Continuous Pro 

coordination is not a separate managerial function; it is © ordination he] — 
with all management functions. Therefore, coordination has Pe group efforts O, P le 
defined by various authorities in various ways. Ordway * ae 
defined coordination as ‘the effort to assure a smooth interh™ 


valict 

auy 

a 
AL 


achieving organizational objectives throu i 

gh coordinated 
Mlorities, 13, ee objectives change with organizational budgets aha 
Bi ets being made annually and priorities being changed to keep 


45 
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vis ever existing, dynamic ang | 









. spordinatiol 
with the environmental forces, Cool dinat 


» ic vie 
* ' a 


sontinuous process. 


ou Efforts ‘ 
caicepaatl ntegrate group activities with the organizay 


; ation, orfanlzatlons infer. 
jzontal coordina a Chr 
aoe duals form parts of groups, Hengg , | 

oil 


Tt Appli 


Coordinatio 
objectives. Both th 


n is necessary to i 
rough vertical 






goals. Hence, individual efforts nec 


coo" cl action of management, 
cr 





Coordination in Organizations WAY 


neou 
sly, It €manates from conscious and 


Conscious Action 
a ; 


ation cannol be achleved sponta 


yoids [Interruptions of Operations 


antons of operations may 
St 


arlse due 
such Interruption to sey 


€ral reasons. Coordination helps 


pirect supervision 


activities. Indivl st j O ac 
individuals as W teal eroup efforts. which we find in organizatton, ng hieve organizational goals on time 
is essentially coordi . O 1 
5 . : P nates ver ap In 
d Harmonizes Diversified Efforts 7 It pli eliminat . : or Duplication of Work 
It Integrates an iviti Rhy jyalion can € Suc proble 
. segregate its activities in differs, fF cool” m and thereby optimiz 

actives, organizations Scé Meron, ation plimizes resources of an 
Se Oe ao is looked after by uehe ia: | org” 4 on the above characteristics of 
Pp f ‘+ specific task. Aggregation of task leads to achlevernen of ec mmo. | pase berg, following six valid °' Coordination, we can summarize. in line 
ea a J to be harmonized and integrated to accompli | with Mino" Coordinating mechanisms in organizations 


e coordination, — F 
































ved through effectiv ; 


organizational goals. This is achie 
It Lays Emphasis on Unity of Efforts ; | 
¢ individual and group effor ts towany 


tyr in i sured by channelizin . ; 
Unity of efforts again is ens b Need for unity of efforts a rises ¢, 


accomplishment of organizational objectives. i dtr 
to ci eee See in understanding, timing, performing or appro Aching {, 
accomplish organizational goals. As organization is a total process; without Unity ¢ 
diversified efforts of individuals working in organ 
difficult. Therefore, unity of efforts is achieved throu 
and horizontal. 


izations, achievement 0 results, 
both wee 

gh coordination, both Verticg 
aoe 


on 
7 


It Is a Basic Responsibility of Managers 


All managers, irrespective of their functional specializations and hierar: ° nical level. 
need to coordinate to achieve goals and objectives of an organizatl On. Heng 
coordination is a responsibility of all managers, and no one can evade it 

og 
Coordination Is the Essence of Management aa 


All managerial functions require coordination. Several proponents of oordinatic 
concept, instead of regarding coordination as a separate managerial functior 
regarded it as the essence of management to accomplish group goals. Therefor 
coordination is considered as an all-pervasive and permeating functior 
management, which passes through the managerial functions of plannir 
organizing, staffing, directing and controlling. - 


. 


It Is also Maintenance of Systems a 


An organization is a system of group efforts. Coordination recognizes the diver | 
and interdependence of organizational systems and the importance 0} syntiesie 
individual and group efforts with the organizational systems. Systems apprvs 
considers the organization as a network of mutually dependent parts 
concept of coordination ensures integration of such parts for the a com 
of goals and objectives. he 
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peanizations, We find the practice of stand 
4 anaged organizations, standardization of 
outputs are evident in diversified organizati 
mutual adjustment is more practised. Finally 
‘find standardization of norms to follow the principles of equity 
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standardization of work 
standardization of skills 
standardization of outputs 
Mutual adjustments 
Standardization of norms 


pirect supervision is more visible for entrepreneurial organizations. In machine 


ardization of work. In professionally 
Skills is visible. Standardizations of 
ons. For innovative organizations, a 
. for missionary organizations, we 


_ NEEDS, IMPORTANCE AND SIGNIFICANCE OF COORDINATION 


So far we understand coordination as a primary method of s 

.. ' chronization t 
interruptions of operations and to ensure unity of action aes individuats pa 

“groups. which together help to accomplish organizational goals. Needs, significance . 

and importance of coordination are many. Basically, we can cluster such needs 

inthree categories as under: 


Division of labour 
¢ Interdependence of units 
¢ Integration of individual with organization 


j )In another way, such needs can be understood in the following ways: 
_ * Coordination is important because of growth in size of organization 


* Coordination is important because of growing specialization 
* Finally, it is important due to diversity of human nature 


Here, however, we have discussed needs, importance and significance of 
rdination point wise as under: 


Specialization 


pep les of division of labour and specialization require segregation of organization 
‘9 different parts. However, all these parts are functioning towards achieving 
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ades unity of action of diversified reson, ip 
Apordination is important pies oe utr . inherent in an organizatlon Ay sf ie ya 
skills, activities and apeecar eae es and characteristics. Through coordinatig 0) 
the difference in human ae unity of action to achieve intended Organizatiy yalu’ 
reduce such diversity ana Tes and | 
goals. i. yislon: 

Restores Teamwor | 

It Balances Unequal and  patanoes inequalt€s and restores aaa coord 
Coordination is important because oe thereby making it difficult to accom, WA coordit 
Individual differences create imba Tet we enforce teamwork in organizaty Sh e ind 
organizational goals. Through coordination One 


al factors and achieves organizational goals, 4 , 
ganizational Goaj, 


Team work balances unequ 


It Helps in Harmonizing Individual and Or 


Individual goals are largely influenced by individual needs. Hence, it ma ih 


SY 
different from group goals and organizational ema naare pai a Boals 
may be deterrent to accomplish desired results. Coordaina ee at oe, | © pre Degg 
of harmonization, integrates individual goals with organization goals, and thal 


is why coordination is so important for an organization. 


It Is Important for Differentiation and Integration 


Coordination helps in synergizing differentiated work units and authority to | 
achieve the integrated effects. Differentiated work units and authority centres ap | 
inevitable in an organization for obvious reasons of specialization mentioned earlier 
Achieving synergy is possible through coordination as it helps integration even {y 
differentiation. Ps , m1 
It Reduces Personality Conflicts and Eliminates Organiza onal 
Rivalry % a 
Complexity of individual characteristics creates personality conflicts. Such: onilicts 
automatically develop rival groups. Coordination helps in eliminating such conflicts 
and rivalry by developing a friendly and cooperative relationship. Conflicts and 
rivalry are counter productive. Hence, elimination of these two deterrent 8 tuations 
from organization through coordination is very important. — 
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Interdependence “a 


yur 
p Hy iimsclf and also for the team, 
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ination Promotes Employees’ 


yation also develops self-manage 
jvidual employee's knowl ge team and le 
organization to enhance th 
akes it possible for them to r 
pints. therefore, amply illustrate that coordination 
ss of any organization. With 
desired goals. This is why Chester Barnard 0 
is the crucial factor in the survival of an organization.’ 
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Other Important Functions 


Fundamental principles of coordination have been enunciated by Mary Parker 
Follet, focusing on the following aspects: 


‘Direct Control 


Direct personal contacts help to coordinate activities of different individuals. It 
helps in bringing agreement on different managerial actions and decisions duly 
clarifying possible misunderstandings of employees. Therefore, direct contact is 
Considered as the most important principle of coordination. 


3 Early Start 


Coordination in Organizations 


vclops cor 
ft develo] peration and fosters a culture where everyone strives to 


jordination Promotes Employeeship 


ecshilp brings changes tn the bal 
yer and employee. Responsibilit 
a th every organt; 
jics whic £anization aspires to 

nang achlev 2 
(Ore Employeeship BG tecien e and tries to inculcate in 


.g, which enable employees to take ede 
umately align company goals with ponsibilities, develop loyalty, initiative 


ance of power in the relationship between 
Y: Initlative, loyalty and commitment are 


& the power imbalance develops such 


Individual goals by developing a shared 


Competence 


ad adership-linking strategy with 
ge by developing a knowledge pool. This helps 
€ competence of their employees and ultimately 
€spond to the competitive environment. All these 


is important prerequisite for 
out coordination, it is difficult to achieve the 


pined, ‘The quality of coordination 


Coordination is important to overcome unhealthy human nature 


Coordination promotes synergy within a group which helps in accomplishing 
even in excess of the standard rate of individual performance 


Coordination helps a growing organization by developing an effective 
network of: huge number of people working in an organization 


PRINCIPLES OF COORDINATION 


To achieve success, coordination is more effective in the early stages of planning 
and policy framing. Through coordination, employees are involved in these two 
Processes, which because of its essence of participation, enhances commitment 
2m employees, Coordination at the execution stage is not effective obviously 
~HeCcause people working in organization lack their commitment for their 


a 
Even though an organization works by segregating its activities into differen 
functional areas, interdependence of each and every function ultima ely hep 
in accomplishing the organizational objectives. Without coordination, 5% 
interdependence cannot be achieved. Similarly, interdependence also promo 


mutuality in an organization. Mutuality involves relating and interrelating V ith C0} 
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R eciprocity 
This principle of c 
with the organizati 


ordination requires relating men, materials and environm, zi 
ons reciprocally. In a total situation. all selene igs recip Foci 
rated To usta, when AWOFKS Wt ete fo the total ail 
ne , and, thercetore. unl 
ede ome rocity is important for coordination | 


Due to this reason. the principle of recip | 


Continuity “iy 
Coordination is a continuous process. It never ends. Lepaasiapaesiats: Itima ln 
of coordination is to achieve organizational goals, an pt ein a ON Opera 
in a dynamic environment. Hence, environmental forces, Paes € Competitj, 
arenas for an organization, are to be aligned with the organization §oals, which Key 
antly works to achieve Coordinatj, 


on changing. Every manager, therefore. const ,; 
gig - c ty is so important for coordination. 


This is why the principle of continul } 
ted by Follet, we can also list followin, 







Apart from the above principles, enuncia 
important principles of coordination: 

e Principle of pervasiveness 

e Principle of unity of action 

e Principle of subordination of individ 

interest 

e Principle of unity of command and direction 

5 Principle of teamwork 

€ Principle of mutuality | : 

° Principle of employeeship 

a Principle of synergy 

e Principle of integration 

6 Principle of interdependence 


OBJECTIVES AND PURPOSES OF COORDINATION 


Every organization intends to achieve some purposes OF objective through 
coordination. While explaining needs, significance and importance of coordination 
we have also listed the objectives and purposes, which an organization seeks l0 
realize through coordination. Here, however, we briefly list such purposes undef 
five major categories: : 

e Reconciliation of goals by eliminating conflict 


e Total accomplishment through synergy. Total accomplishment exceeds Uf 
sum of individual efforts. It means individual efforts of some one “" 
N 


ual interest to organizationg 
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Coordination in Organizations 
coordination, as coordinat{ 


on 
“et VILICS eliminates duplication of correlation of 


Another purpose of Coordin 
as the avoidance of duplica 
ynaterlals and machine 


ation is to 


tori of eft, achieve economy and efficiency 


rts lead to save wastage of men, 


employees’ morale and Product 
(heir level of intrinsic mptiiatign® 


Some organizations also intend t 
6 ‘nrough coordination. High « 0 achieve the purpose of employee turnover 


l 
is not a desirable situation ployee turnover means less retention, which 


TYPES OF COORDINATION 

owing types of coordination: rdination, we have discussed about the 
Vertical Coordination 
Horizontal Coordination 
Internal Coordination 
External Coordination 


foll 


Vertical Coordination 


vertical coordination is the coordination between different levels of the organization 

to ensure eee all levels of organization are in harmony with the organizational 
olicies and programmes. This is achieved through d 

Peecting ond’by controlling’ gh delegation of authority by 


Horizontal Coordination 


Horizontal coordination is the coordination between departments on the same 
level of managerial hierarchy. Coordination between production and marketing 
departments at the same level or organizational hierarchy is an example of 
horizontal coordination. This is achieved by forming cross-functional teams and 
self-managed teams. ’ | 


Internal Coordination 

Vertical and horizontal types of coordination, if carried out within an organization, 
are called internal coordination. Internal coordination is achieved through following 
techniques: | 


Coordination through Effective Supervision 


Supervision ensures harmonious and reciprocal performance of subordinates. It 
also synchronizes and coordinates subordinates’ efforts both among themselves and 
In relation to other groups. Such collaborative efforts of individuals and groups to 
achieve organizational objectives are possible through coordination, which again 


is best achieved through supervision. 
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Coordination through Effective Cormiunmunt 


. Keeping nec. 
‘cation achieves coordination Ping peop), 
arency through communication > People f, 
tee ack aie cad time to time about eaeer= a and cola anne 
is essential to make them understand the Hae oad Gea through | eth 
efforts to achieve intended goals. Communicatio . 


Lette 3) 
documented procedures. reports, bulletins and also through personal behavioy.,. 
managers. Communication does the impo 


rtant task of dovetailing information 7 
the benefit of the organization. People react to the communication quickly, proyiq, 
it is properly coordinated. This is why effective communication is Considered |, 
be an important technique of coordination. 


Coordination by Group Meetings 


Henry Fayol pointed out that lack of coordination is more visible when each 
department knows nothing about others or fails to relate them to the Organization 
as a whole. This is primarily for the existence of water tight compartments fo 
the traditional hierarchical structure, where people lack initiative and loyalty, 1, 
eliminate such a situation, coordination is essential which can be best achieve 
by periodic group meetings and conferences of departmental heads. Group 
meetings help people to understand the organizational needs better. It helps them 
to exchange ideas, know about plans and activities of their department and » 
also the organization as a whole. Proper coordination, therefore, is best achieved 
through group meetings, and this is why group meetings are considered to bean 
important technique of coordination. (al 
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Coordination through Liaison Officers | 
Particularly for large organizations, direct personal contact of managers of yarlols 
units and functions may not be very frequent. Such gap is often filled by the 
organizations through liaison officers. Therefore, also by appointing Iaison officer 
an organization seeks to achieve coordination. 
ae 

External Coordination if 
Success or failure of an organization also depends on number of external for ss N 
organization can operate in isolation, {t has to continuously interact with dynal® 
environmental forces and devise ils strategies to respond to such forces to sul 

ol 
if ‘ 
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p fe 


or fa ‘ which aligns organization with the customer 
m), which increases market sh 
rave now been developed for more 


art from the aforesaid techniques, an or 
the suggestions made by Watten Newman. 
measures as tools for achieving better coordination: 





Coordination in Organizations 


ai coordination facititates such process by Integrating the organization with 


mic external forces, For effe 


. " i ctv 
zational process achieves cael authority delegation, ete,, Ate y vy ihc dyna iscl has to know what the oe coordination, an organization 
sl Fiob to the subordinates, pro] chieving coordination, ath Fie Or ike Ge fanization ha: pertinent external forces are. After such 
assignment o's | process. which helps ae p pt ificallon Banization has to analyse thetr potential Impact and take 
of the organizationa! Pp ide able remo“ See mcasures to cope with the same Important external 
, the changing expectat| 

7. Personal Contac og way De ons of stakehold tomers, 

Coordination through -. Aseaii coordination 1s through persona] Co ats employees or even th ers (like suppliers, cus 

que of ¢ 3 ‘ 


© society) or changing competitive situation, 
nging government policies and regulations, etc. 
on. a number of techniques are adopted by an 


nological advancement, cha 
acilitate external coordinatt 


nization. New management concepts like, customer relationship management 


S, supply chain management 
are and multiply customer satisfaction, etc.. 
effective external coordination. 


TOOLS FOR BETTER COORDINATION 


ganization must lay importance on 
He suggested following techniques or 


» Simplified organization with clear cut procedures and a network of formal 
and informal relations among people by grouping various functions 
into homogenous and non-overlapping units help to achieve better 
coordination 

« Harmonized programmes and policies to coordinate right at the planning 
stage itself. Involving people at this Stage facilitates re-examination and 
checking of programmes and policies against the others, which integrate to 
the organization as a whole. Therefore, also by harmonizing programmes 
and policies we can effectively coordinate 

« Well-designed methods of communication to achieve better coordination 


¢ Voluntary coordination by instilling objectives among the members of the 
groups, developing generally accepted customs and terms making it easy 
for people to work with one another, encouraging internal contacts to 
supplement formal communication, providing liaison officers and finally 
using committees to promote personal contact and informal exchange of 
ideas and views 

* Coordination through personal guidance by playing the role of a mentor 
to coordinate the task of their subordinates. Personal guidance is also 
considered as an important technique for achieving coordination 


SUMMARY 


Coordination is essential for achieving intended goals and objectives of an 
organization, While there exist differences of opinions about calling itas a 
separate function of management, management thinkers, however, agree 
unanimously about its importance. There may be disagreements about its 
Various functions, however, for a proper functioning of an organization, a 
Manager has to coordinate with his fellow employees. There are a number 
Of tools and techniques to coordinate. Manager has to carefully select the 
tools and techniques to achleve the internal and external coordination. 
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Explain different types of coor 
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Explain different tools ang techniques for 


dination. What is the difference between internal and 


6. 


al Coordination: H ; n i id €mal an 
iets ena an the same level of managerial hierarchy. Coordination } ween | difference between internal and extemal coordination tools? 
epart : 1 departments at the same level or organizatic nat | - ‘Coordination is the essence of Managem 
fonay | 7 &ement? In the context of this statement discuss 


production and marketins | t 
hierarchy is an example of horizontal coordin 
cross-functional teams and self-managed teams. | 
Employeeship: Employeeship brings changes in the balance of power in the | 


ation. This is achieved by form. the relationship between coordi 

c ; ination and at : 
Short Notes: Managerial functions. 
(a) Coordination and Cooperation 

(b) Horizontal Coordination 
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relationship between emplover and employee. Ree ae ation ssci eal lo ra ) 
mmitment are the values which every organiza S achiev. 

a en to inculcate in their workforce. Employeeship by reducing the; OWE: ) (c) Vertical Coordination 

imbalance develops such values, which enable employees to take responsibilitje. (d) Unity of Action 

develop loyalty, initiative and ultimately align company goals with ind ridual | (e) Voluntary Coordination 

goals by developing a shared vision. TT! | 

Vertical Coordination: Vertical coordination is the coordination between 

different levels of the organization to ensure that all levels of organization are | 

in harmony with the organizational policies and programmes. This is achieved | 

through delegation of authority by directing and by controlling. 
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External Coordination: An organization has to continuously interact With | , Brase 
dynamic environmental forces and devise its strategies to respond to externa] ° ; 

forces to survive. External coordination facilitates such process by integrating the 3. Allen, Louis A. 1973. Professional Management, New York: McGraw-Hill Book Co 
organization with the dynamic external forces. For effective external coordination, Inc. : 
an organization at the outset has to know what the pertinent external forces 4. Brech, E.F.L. 1953. Principles and Practice of Management London: Lo 

are. After such identification, organization has to analyse their potential impact & Co. > Longman. Green 
and take suitable remedial] to preventive measures to cope with the same 5. McFarland, Delton, E. 1970. Manag b Prines 

Important external forces may be the changing expectations of stakeholders Macmillan Co. ‘es and Practices. London: The 
(like suppliers, customers, investors, employees or even the society) or changing} = 6. Newman, Watten. The Process of M yi : ; 
compculive situation, technological advancement, changing government policies Ltd. of Management. New Delhi: Prentice-Hall of India Prt 


and regulations, etc. To facilitate external coordination, a number of techniques 
are adopted by an organization. 

Principle of Reciprocity: This principle of coordination requires relating 

reciprocally men, materials and environment with the organizations. In a total 

situation, all factors are reciprocally related. To illustrate, when A works with 

B and B in tum works with C and D, all of them are influenced by the others 

and, therefore, contribute to the total situation. Due to this reason, principle of 

reciprocity is important for coordination. ‘ 
Internal Coordination: It is coordination within the organization between 

various departments. It is embedded with the basic definition of coordination. 

It develops a clear direction and strategy for the organization. . 
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thus, sole proprietorship fs the most common form of business organi 
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“ation 

| 

A jvantages of Sole Proprietorship 

: 1. Itis relatively easy and less expensive 
It enjoys maximum managerial control 


It enjoys tax advantages, as the business in 
income of the sole proprietor 


LEARNING OBJECTIVES 


After reading this chapter, a student would be able to: 

© understand various forms of organization 

e realize the advantages and disadvantages of various forms o¢ 
organization t4 

e comprehend the meaning of multinational and transn; tion, 
organization “f 

e know the concept of globally integrated enterprise 


i 
ie 


to form and administrate. 


come is taxed as the personal 


. 


pisadvantages of Sole Proprietorship 


4 » It cannot raise adequate capital, required for business expansion. This 
4 | is primarily for the reasons that a sole proprietor is considered more as 
INTRODUCTION ‘ug an individual than a separate business entity, unlike in other forms of 
business 

2. Asole proprietor suffers from the problem of unlimited liability 

3. A sole proprietor cannot easily transfer the ownership 


4, Asole proprietorship firm has limited life, as with the demise of the owner 
the firm dissolves 


As the sole proprietorship firm is owned and operated by an individual, this 
type of organization ensures highest managerial control. When the size of a sole 
proprietorship organization is small, the owner personally get involved in all aspects 
ofbusiness functions like, purchase, inventory control, manufacturing/ production 
or operations, accounting and finance, human resource management, customer 
‘flationship management and all other general management issues. When it 
| grows, owners may find it difficult to lay hands in all aspects of the business. 
proprietor can lay hands on the day-to-day business a ivities | In such cases, owners are required to hire helping hands to share the control 
a sole proprietor, who is involved in day-to-day business achvi® “Of business activities. Some owners, however, by nature do not like to share the 
he may prefer a wider span of control. In contrast to thi peED Control of business, even in cases when they become large, resulting in disruption 
organizational structure and systems may be altogethe differ Of business activities, 
for other forms of business organizations. For operational flextt . Since a sole proprietorship organization is owned by a single individual, 
even a professionally managed large public limited Joint © the business gets restricted for the obvious problem of availability of financial 
company may like to follow a bureaucratic type hybrid suu@™ ie sources, which may stand against the growth and business diversification. In 
“Y's competitive market, even a small sole proprietorship organization requires 


‘ (wl / 
which is followed mostly by the departmental undertakings) 
build 14 Ol capital for the purchase of all the required fixed assets like, landing, 
“*4Ulpinents, etc., and to meet the operating expenditures like wages, salaries, 


owned by the government). 
Paymer of electricity bills and payment to suppliers or vendors. Paucity of funds 


PAY restrict a sole proprietor to scale up his business activities, which virtually 
PUL hin into a resource-crunch situation because self-financing ability may not 


business organization may be owned by one person or, 
A croup of persons. If it is owned by one person, it is knowna. 
sole proprietorship. Other than this, all other forms of busines 
organizations are known as group ownership like joint Hindu famjh 
firm, partnership firm, joint stock company (public or private 
cooperative undertaking, etc. Government-managed orge n izatior 
again may be either a departmental undertaking, go yernmer 
undertaking or a government enterprise. Organizational structur 
and systems largely depend on the type of organizational fo ms, 7 
take an example, a sole proprietorship organization, being opera 
in a small scale, may follow a highly centralized decision-maki 
systems and a flatter or horizontal structure, so that the owne 
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JOINT STOCK COMPANY OR CORPORATION 
Aj join glock company ts Identified 5 

‘Corporation, or 'Corp,’, Irrespectj 

nc: ee ve of the term used. | 
I ine corporale a _ each and every document exactly | et appear with 
mm ecars in the document of tts ine ; y in ie form and manner 


ap] . 
separate from the owners and man 


ynization is its Iimited few 
izations have to wing up 
ation. Wit, 


PARTNERSHIP 


It is a business. owned and operated by two or more individuals. Theoreticay 
two or more persons enter into a partnership agreement to combine their rego, | 
in a business with the objective to make profit. Persons who are entering in 
asreement are known as partners, and collectively they are known as Partnerg), 
firm or organization. which may have different names. In case of partnership " by 3 is 
like in sole proprietorship. partners provide capital and share the TESPOnsibjji, | arlicipate in e aes meetins of the company. Preference shares are capital 
for running the firm on agreed basis. In partnership agreement, it may be an stocks. which provide specific dividend b P 
that some may invest in terms of monetary resources, while some other May 
the responsibility of running the business. Such terms and conditions are : 
out in the partnership deed. Hence. characteristically in partnership fim, We fing | 
involvement of two or more persons, contractual relations between the Person | 
lawful business. sharing of profit, agency relationship, unlimited liability anit 
nontransferability of interest. 


» Which 
eferential equity. General equity shar may either be 


holders. Such shareholders get dividend . confer ownership rights to the share 


Advantages of a Partnership Organization _ Advantages of Joint Stock Corporation 


1. It is an easy and inexpensive form of business organization andisay} | Ownership of a joint stock company is transferable 


easy to operate and administer 2. People who own the shares of the company can dispose their stake and 
2. It enjoys the potential of large managerial control in the process those who acquire such shares become the owners 
3. Its income is taxed as the ordinary personal income of the partners 3. With the demise of the present equity holders, their legal heirs become the 
4. Itrelatively enjoys the potential of raising adequate capital to finance th} psd . seins may be transferred in their names. Such characteristic 
business | calures, 1.€., €asy transfer of ownership, separate legal entity and limited 
aieaoer of a joint stock company, together create the organizational 
Disadvantages of a Partnership Organization is ot belie Nog several activities and functions in a 
1. Relative difficulty in raising capital like a joint stock company 4. It can raise adequate capital, both by issuing equity shares and taking 
2. Problem of unlimited liability long-term loans from financial institutions is 
3. Difficulty to transfer ownership 5. Shareholders in a joint stock company need not be involved in the 


4. Limited life management of the organization 


It is, therefore, apparent that advantages and disadvantages of partnership forms 
of businéss organization are more or less similar to that of sole proprietorship 

In partnership forms of business, managerial control rests on the parinet 
Responsibility of managerial contro] on partners become more significant, whet 
the size of the firm is relatively smal]. However, with the increase in number 
partners, such responsibility gets reduced. Characteristically, we often find co 
among partners in partnership forms of business. When such conflicts ince 
to an unmanageable limit, the partnership firms get dissolved, This 1s heca 
resignation of one partner, dissolves the partnership agreement. Due to this rea 


Disadvantages of Joint Stock Corporation 
‘ 


Formation of a joint stock company is quite complicated. 
w3 


Due to its separate legal entity, it requires incorporation, complying with 
all required statutory provisions. In India, such incorporation formalities 
and other statutory compliance for the formation of joint stock company 
is repulated by the Companies Act, 1956. Some companies may prefer to 
Operate in closely held conditions and, therefore, prefer to form a private 
limited entity, restricting the number of members to a minimum of two 
and a maximum of filty. They are known as private limited companies, 
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directors. 


Apart from the classification of joint stock companies into’ private or Publi 


- coll > ions manage production e integrated multinational 
limited, we can also have companies with government Oe rental aa tan | see the same or similar product eats located in different countries 
a wholly government-owned or ganization is known as cep: 3 d multinational corporations ' 48 lor Instance McDonald's. Vertically 


An erstwhile private or public limited company saint me government t 
case of nationalization) is known as government underta an a an 

company formed jointly by the government and private ian “a S kno ag 
government enterprise. These apart, we have joint Hin 4 amy Organizatiy | 
governed by the Hindu Law, multinational and transnational organizations, Joint 
Hindu family organizations are inherited and headed by the Karta. Multinatis 

or transnational companies expand their business even beyond their own country 


where they are incorporated. 


mtablishments in other country/coy 
€ c 


Ntries, 
ated multinational cooperation, at 


COOPERATIVE ORGANIZATION 


Cooperative organizations are those organizations, which are different from the 
rest, as they are formed not for the purpose of making profit but to Provide 
its members goods and services at reasonable rates. This form of Organization 
primarily protects and safeguards the economic interests of its members, Thus 
cooperatives are voluntary associations, formed with a service motive; the prim 
source of income being the members’ shares, they gel dividend on trading surplus, 
if any. The organization functions as a separate legal entity ina democratic wa 
and is governed by the state regulation. There are different types of cooperatiyes 
like consumers’ cooperatives, producers’ cooperatives, marketing cooperatives, 
housing cooperatives, credit cooperatives, farming cooperatives, etc. The structure 
of a cooperative organization ensures: 


¢ All members have an equal say (one vote per member, regardless of the 
number of shares held) 


* Open and voluntary membership 
¢ Limited interest on share capital 
* Surplus is returned to the members according to amount of patronage 


other assets in at least one country othe 
have offices and/or factories in different coy 
head office where they coordinate the global mana 
have budgets that exceed those of many 

Most of the multinational corporations are b 
try o maintain their domestic identity, maint 
country of origin, while functioning their back 
they operate. Using such model they become 


ased in developed countries. They 
aining their central office in their 
offices functions in countries where 
globally integrated enterprise. 


Advantages of MNCs 


1, With more investment and increase in economic activity, MNCs generate 
more employment. In the process, an MNC enhances the new production 


facilities and brings positive changes in the local economy 


Advantages of a Cooperative Organization 2. MNCs improve the balance of payments of a country. Balance of payments, 
| l.e., positive foreign exchange position, occurs with the direct inflow of 
1. A cooperative organization is owned and controlled by members capital, which leads to import substitution and export promotion 
It has a democratic control: one member, one vote 3, 


MNCs facilitate transfer of technology and in the process benefit the 
local economy to enjoy efficiency and effectiveness in the factors of 
Production 

llelps in generating revenues for the government of the beneficiary 
countries through taxation, MNCs’ tax payouts benefit the country to 
Spend more on public expenditures on infrastructure development and 
bring positive changes in the economy 

Substantially help in saving precious foreign exchanges 


2 
3. This type of organization has a limited liability 
4. Profit distribution (surplus earnings) to members is carried on in proportion 


to the use of service; surplus may be allocated in shares or cash - 
Disadvantages of a Cooperative Organization 


1. A cooperative organization entails longer decision-making process 
2. It requires members to participate for success al 
3. Extensive record keeping is necessary in this form of organization 
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Transnationalism 
strategies of MNC/TNC to oy 


i ism’ indicates specific 
The term ‘transnationalism’ indic Pp through direct foreign Investmen 


roduction facilities in more than one country 
ave recent example is Ford and General Motors. These companies enjoy SPeeify 
advantage of global market, availing low-cost transshipment of their finished g 
in markets where they can get a bargainable price. To take an example, inc 
many multinationals have their own production facilities not for China Marke 
but for other markets, where the price offer is competitive. 


Micro-Multinationals 


Organizations of this type try to become global through Internet-basey 
communication tools. Basically, they are small business entities (mostly softwap 
companies) and coordinate their activities across the borders through Inteme, 
They establish their dispersed virtual business with the employees, clients ang 
resources located in various countries. They enjoy economy of scale, as their cog 
of operation becomes relatively less for the use of cheaper Internet, telephony anj 
lower travelling costs. Hence, this type of organizations quickly grow, creating 
unique business opportunities. 


Globally Integrated Enterprises 


The globally integrated enterprise is a term coined in 2006 by Sam Paimisano, the 
CEO of IBM Corp. This type of enterprises strategically integrates their production 
and value chain worldwide. This is also known as the multinational model d 
the 20th century. For IBM, this was a successful model to grow internationally 
understanding customers, local market requirements and cultivating local talent 
Now such enterprises can locate functions anywhere in the world, based on the 
cost, skills and environment. Palmisano mentions the Law of Global Integration 
driven by three forces—economics, expertise and openness. 


FEATURES OF INTERNATIONAL ORGANIZATIONS 


In a global economy, international competition, primarily through mu 7 
and transnational organizations, plays a pivotal role. In developed cow” i ‘ 
USA, 70 to 85 per cent of economy is influenced by multinational orga! | 
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good example, as it only produces 


f transnational companies 
roducts or services. BIC pen of USA could bea 


primary features of these forms of organizations are that 
enough to influence the world economy in following ways: 


« Production and distribution extending beyond national boundaries 


» Systematic transfer of technology among the units located in different 
countries 


® Direct investments in several countries 


* Capability to influence the balance of payment of countries of their 
operation 


q Capability to exert political impact 
¢ Capability to overcome the barriers of nationalism 


they are strong 


SUMMARY 


Organizations in the form of joint stock companies are gaining popularity 
throughout the world as the most competent form of business organization 
for their obvious advantages over sole proprietorships and partnerships. A 
Sole-proprietorship firm suffers from the limitation of capital and managerial 
Inefliciency, although it is easy to form and operate. A partnership firm also 
May not always be able to scale up their business activities for difficulties 
M raising the capital. It also suffers from the limitation of managerial 
Inefliciency, whereas a joint stock company, despite regulations and strict 
forporate governance norms can grow, raising capital from multiple sources. 
Organizational structure and systems vary with the forms of business 
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new breed of multinational companies is growing a prove How start. 
go global’? These multinationals start operating n erent countries from 
the very early stages. What differentiates micro-multinationals from the lang 
MNCs is the fact that the former ones are small businesses. Some of they 
micro-multinationals. particularly software development companies, have been 
hiring employees in multiple countries from the beginning of the Internet er, 




























REVIEW QUESTIONS 
1. Discuss the advantages of a joint stock company over sole proprietorship ay 
partnership. . 
2. Discuss the differences between cooperatives and joint stock companies, 
3. Discuss the concept of multinational and transnational. How are they different fn 
other forms of organization? 
4. Visit the website of any multinational company and study its business activist 
duly mentioning about the market, product, etc. | 
5. Short Notes: | 
(a) Family-Managed Business 
(b) Partnership 
(c) Preference Shares 
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LERANING OBJECTIVES 
After reading this chapter, a student would be able to: 


comprehend the meaning and concept of human resoy,_ 
management y 
realize the difference between human resource manageme: 


human resource development a 4 given their due rights and privileges. Labo 
® understand various facets of HRM and HRD function 


e get familiar with the role and significance of HRD 
‘ . devasta 

understand HRD systems, HRD climate and matrix ‘ecessitated an urgent reconstruction of the ag senate hid ley 
there was immediate need to augment productivity. Labour welfare officers being 
more proximate to workers, were given the additional role of personnel management 
go that they can effectively motivate people to contribute more for enhancing 
productivity. The Ggreat Depression of 1920-21, thereafter threw many personnel 
men out of jobs, and this created a disillusion for the profession. A number of 
literatures came up round the world during 1920-22, dealing with different areas 
of personnel administration. By 1923, it was considered that the profession had 
teached the stage of maturity, as organizations started giving importance to this 


profession, recognizing its imperativeness like other core functions. ie.. production 
and marketing, ) 


" 


INTRODUCTION 


n this part, you have to first learn the process of developmentof 

Human Resource Management (HRM). Hence, we have to takea 
brief note on the HRM, especially its different phases of development, 
conceptual issues, objectives, importance and linkages with other 
organizational roles. Even though the subject title is Managing 
People, basically it is concerned with HRM. The subject title of 
Managing People is in conformity with the international practices 
In conformity with the recommendations of Commonwealth of 
People head and advance levels under the head of Human Resourté 
Management (HRM). However, for this, there exists no difference 
Thus, we have to understand HRM and HRD and appreciate why 
HRM has now become so important for us for the successlll 
management of an organization. ’ 


DEVELOPMENT PROCESS OF HRM 


Tracing the history, we find that personnel function was derived from the 
Antroduction of welfare and charitable activity. Initially, welfare was perceived as 
@moral duty, but however, in the later period, the welfare was considered as a 
Precondition of the industrial efficiency. 


The second phase of development sprung from the employers’ endeavors to | 
HISTORY OF HRM | Spe with the challenges of trade unionism. The third phase of development could 
Management of Human Resources, as a subject of study YR aibuted to the development of the concept of humanization of work. 


though of relatively of recent origin, the concept upon which™ 
theory is based dates back to 400 BC (Chaldeans Inventive "@ 
Plans). Since then we find its practices in different cf {lizatlor 
However, here we are more concerned with the recent histo 


_,, fuelors which are responsible for the development of this profession from the 
Memational perspective can be listed as follows: 

-,_ [¢chnological changes are taking place at a rapid pace throughout the world. 
“Such Changes have a great bearing upon personnel functions because these 


Scanned with CamScanner 


a 
i 










Industrial Management 


Introducyj 

‘ . in ¢ | / 

hnological advances have fundamentally changed the relattonship bet nadia atlentive FON to Humay Resource Manayement odes 
ma and work, Consequently, it has induced a major change tn the CCongy , prese Cl eMployee-m 

P Ie 


; ’ Ss 
system and the socictal structure. incovering and resolyin 





an 
agement relatic 


beer TO 


& emple nships 
i ' ‘ ’ ee 
The nsing competition both at home and abroad (in cases of International Anticipating and Coping with on problems ! 
. , ° ’ | 
virtually reduces the profit to the level of production cost (uiniess the organty wy i new changes have extended he ational change 
is monopolist). The free movement of technology from one country to ANOth ey: Of, He approach It extended to hum € functional horizon to many, Fr 
not allow any production process to monopolize the particular technolo 4N relations, fr y. From a 


action, employees are now 
herefore, encomp 
of work teams by smafj 


atl 


0 ani 


Ry Of 8 et 
usc. 
The rise of consumerism, government protection, so also the Inte 


om a mere passive factor 


das 
human resources. The functional 


de 


_ ee ee ee 


Ma se q Management by 
competition, developed the necessity to maintain the quality and Price, * Nal tt management culture, ete, si activities / quality circles Daas eu 
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Alienating and de-humanizing effect of repetitive and monotonous tasks, inj, 
wake of technological advancement is a universal phenomenon. Effective utiliza a 
of human resources under this technological environment is the prime challens, 
before today’s personnel profession. Even in the United States of America, it has 
been observed that at present level of production, particularly for workers in the 
service industries, it is estimated only 50 per cent of the potential is available 
from existing human skills, initiative and energy. About fifty million empl 
are now considered obsolete in the USA, which includes a considerable numbe 
of engineers, IT professionals and technical people. Manpower obsolescence {x 
also faced by Japanese industries. Other industrially advanced countries are als 
facing similar crisis. -~. 


image, etc., because all 
Competing organizations. 


Models of Excellence 


for other or 
itfor better results. : ganizations, who emulated | 


, Failure of Personnel Management 
Developmental Process of Personnel Management in India 


Management of human resources as 
advocated by B.F. Skinner (1981) 
the personnel management have 
Manavement of people. 


a mainstream management activity has been 
and many others as their studies show that 
failed to promote potential benefits of effective 


The history of evolution and growth of personnel management in India is not very 
old. The Royal Commission on Labour in 1931 for the first time recommended for 
the abolition of Jobbers System and appointment of labour officers to deal with 
the recruitment and to settle their grievances. The Factories Act, 1948 statutonlly 
made it obligatory for the industries to appoint Labour welfare officers. Today, 
functions of personne] management in India encompass all the professional 
disciplines like, welfare, industrial relations, personnel administration, hum aN 
resource development (HRD), etc. ‘a 


' 


Decline in Trade Union Pressure 


poring economic and political climate around the world has resulted in the 
4 ine ol trade unionism. Thus, the pressure of trade unions on the management in 
Organization reduced considerably. This has necessitated switch in the emphasis 


The general functional areas of personnel vis-a-vis HR professionals can™ from collective issues (traditional Industrial Relations Approach) to individual 
grouped under five major heads as below: es and cooperative issues, i.e., the Human Resource Management Approach. 

* Determining and staffing for employment needs . i . 

* Measuring performance and developing employee potential - 
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eased requirement of g 4 


1, new quality gy¢ ang 
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which India 1s also no exception. Technology, inct ‘aatio! 
, cupational shifts, restructuring of produ ; ed 
Se eal, Gs now demand better educated new £¢ neration of Workers 
ot ir organizations. Such treng 3 
obviously have higher expectations from their OTe ith Human Rae 
for redefining employer-employee relationship associatec SOUr., 
fanagement. | 
All these factors listed above revolutionized the concept of traditional Pergo, 
Management, which is restricted to the utilization of human resources Comply. 
mainly with statues and coping with the challenges of trade unions, ’ 13 
to the development of HRM as another form of response for sustaining ett. 
employer-employee relation. — 
HRM is a sub-system of the total management system. This is the res ib 
of all managers. irrespective of their functions, disciplines and levels, HRy + 
primarily concerned with the management of people, individual or ETOups - 
work, as also their interrelationship. HRD. organizational development (¢ D) aes 
interpersonal relations (IR) are separate aspects of a broader concept of Hpi, 
However, in reality, each of this concept overlaps in practice and canno| + 
viewed in isolation. HRM practices, to succeed, must go concurrently With Hpn 
OD interventions. Sound IR systems cannot be visualized without gc od Hpp 


practices. 


j 


PONSibi;, 


HRM versus Personnel Management 


HRM is a distinctive approach. There are different ways by which it is possi 

to distinguish HRM from traditional personnel management. These are Biven j 

the following: b | 

¢ The first approach is by simple retitling of Personnel Management; 

many companies did by renaming their Personnel Department as fp 
Department. 7 

¢ The second approach is by reconceptualizing and reorganizing personne 

roles in line with the conceptual framework of Harvard Business Scho. 

(1985). This could be done by subsuming personnel and labour relati 

activities in four policy areas, like employee influence, human resource fk 

reward systems and work systems, differentiating HRM from person 

management concepts like employee relations, employee resourcing an 

employee development, pioneered by Institute of Personnel Manageme 

U.K. Thus, it is apparent that HRM concept categorizes employee relations 

(industrial relations) as a separate strategic function, which falls unt 

the traditional personnel management function. - 

¢ The third approach designates HRM as a distinctively differen 

new approach towards management. This approach integrate r 

into strategic management and emphasizes on full utilization of nt 

resources. 4 
As this stage, it is necessary to develop a definition of HRM. Let us me 
define the term human resources. Human resource is the total knowledgé: § 
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and cooperation, a 
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Pisin eo of Structured Experiences for Human Relations Training was 

, Pes oe panes Associates giving structured experiences with guidelines 
fclitaton a, ic . evelopment. Subsequent publication of handbooks for group 
developinent vie; and 1973 furthered the process of training and organizational 
delineatiny ari ae HRD as the recognized area of professional endeavour, 
as a new profession, encompassing personnel function. 
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Jndustrr +f Management 


we may be one ¢ 
, there may © more of tt 
ts yet . lack of linkag l€ follo 
RD Concep | | esl gunie. ae age betwee oi VIN probl 
7 rned with an organized series of learning activilles, Within ora nents in the work sit n the tratning prop, cms—Ineffective training 
HRD is conce : doural change tn the | APE ore! Suation, Eyal framme and the job or negative 
fied time limit, designed to produce behavioura iu ca cree tatedness. aluation of traj g 
aaa and Zeace Nadler, 1969). From the organizational eon r job! ning Is easy because of 


(Leonard Nadler 


therefore. HRD is nation 


t 
‘ees of an organization ¢ ext, 
a process, which helps employees of an OrpRarlis o lm | 
t yf 
( 
t 


t and future roles to develo 
ir functional capabilitics for their presen ws ,1 experiences 
eee capabilities to hamess their inner potenttalittes both for ae Self “ Bee equipped Por nel those Who are employed 
2S se : ‘ < developing organizational cult dua oy mes Cr pos| Y€d and who ar 
organizational dev elopment. It also helps in scala Ulture 4, pee HRD Is future te Hons In the organization. Thus peiiniiens 


=ystai ious superior-subordinate relationships. teamwork, mottyas . ented f, 
sustain harmonio Pp Yatlon com!” on Invesument from education or identifiable Job positions. Since, the 


uality and a sense of belongingness. (url ’ 
" There are a lot of misconceptions about training, education and develo | pganizauions sepeiiellieomn to invest on 
functions vis-a-vis HRD. Essentially, HRD activities are designed to make | pure Nee’ power plan of the o 
effective in their present job position, which is a part of training function, How le of rec 
when the focus is on future identifiable job it becomes a part of education funct; or Many 
For future unidentifiable jobs, i.e., to develop capabilities for a future POSition . pstitutional studies on areas like, Management 
new activities within the organization. which are not very specific at the Presey, engineering or even for Research, Which h 
stage, it becomes a part of development function. | ods. employs . bieiat to draw their pay and get ; 
Without precisely knowing the functions of training, education and developm dy during this period, and such] get reimbursement of actual 


it would further make it difficult for us to appreciate the objectives, roles a Jeav'e account. | 
ficance of HRD in an organization. In the succeeding paragraphs, we wij] some organizations encourage their em 



































signi 
a cursory view to these functions before we go for elaborating on other issue, f evening pauline and allow them reimbursement of actual 
anny nowadsys a number of institutes encourage sponsored : 4 ease. tn india 
studies as full time students. candidates to pursue 
Traini ever, education with 
raining How in the organization is considered as a better alternative 


Training concerns people already employed with the organization and Whos as it simultaneously ensures empioyees’ on-the- 


jobs are so defined that we are able to identify what should be the desireq Joh 
behaviours. The focus on training programmes should be such, so as to enahj 
the individual to perform more effectively in his present job position. Training | 
needed when a person is hired without the requisite skills, attitude or knowledg 
or may be when after putting the person on the job, the management able ty 
identify his deficiencies that could be rectified through training. Even In cases, 
where an employee may be performing very well, change in procedures, materials 
processes may stimulate the need for further training. Concepts like total quality 
management (TQM), small group activities (SGA) or quality circles (QC) are Now 
calling for new areas of training for employees to make them functionally mor 
effective in their restructured jobs.We have discussed these issues in a Separalt 
supplementary note. For effective results, the responsibility for training sho ald 


on the immediate supervisor of the trainee. As the pay-off of the training is verified 
on the job, the supervisor is expected to see the results and, therefore, heist Employee education calls for attitudinal changes of corporate leaders as they 


right person to allocate physical and financial resources to improve his hums should be prepared at the outset to invest in the future of individuals who may or 
resources. However, in most of the organizations, supervisors are made respons - hot remain with the organization. It is also necessary to identify individuals 
for identification of training needs and their role is restricted to impart ms ue Le pi lulure oriented. Evaluation of employee education is difficult when there 
skills. For conceptual and human skills, training is given by a specie ized gro onsidcrable time-lag between learning and its actual on-the-job application. 
of trainers. Training can either be conducted through in-house prog} : mini ; 
by retaining professional trainers/consultants. es aa 
The evaluation of training is done in direct relation to the job. A ee 
of the training, it is expected that there should be some identifiable cha 1 
job behaviour. Where no such changes in job behaviour could be identifies 


Development 


clopment component of HRD is to conduct learning experiences for a future 
going ned job, The focus being on future undefined job in an organization, before 
B ahead with employee development, organization must be able to identify 


| 
| 
| 
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gividuals who enjoy high risk and new undefined challenging jobs, Such 
individual’ ait 


Introduct 
“chon ty H 
; | potential of the workforce In “man Resource Management ORY) 
akers may not neces sarily confine in higher levels of an organization, even th ‘ cludin 
takers Ma! : : 


vk 



























kB ne | i an environment 
conventionally. developmental function rests in the higher levels only, sith "ne and organizationel 4 e to total pacmagement. They also help in 
decisions on investment in employee development are taken at higher leve Ce i i ‘ concerned with HRD io Owth. In an or Cipation, quality leadership 
eople at higher levels are considered to be more knowledgeable (both bY Vint nil , jon. The effectiveness it on, i faire there are six units. 
of experience and educational background) than people at lower levels, hara}y 7 ong . one ©ontributes j;, dyad. team, inter-team and 
few organizations consider it right for risking the investment to develop CMplq, a ihe others: Figesieaea in turn to the effectiveness of 
at lower level. However. experience shows, carefully planned developp. {RD objec an also be Couched in | 


experiences can be helpful in realizing the human potentials, irrespective 9 tay 
hierarchical levels and functional areas. the, 


Before the introduction of computers in Indian organizations, ¢ 


. for quality improv Ine wi 

re cen Saneiples Bat mene oTganteation Here th a yada 
a) Cc . - we : 

HIRD objectives. They are as follows. on only th would not discuss 
} 


9S€ points whi 
Institute training on the job ch are related 
Breakdown barriers between 


de 
Drive fear out of the wor, ie to build teamwork 
Create conditions to enable 


comput, 
literacy was considered as a developmental function. At present, however To 
Business Process Re-engineering. Benchmarking, 1SO:9000 Quality Systems you 
Engineering. Knowledge Management. Customer Relationship Managemen; —* 


] 

2 

are considered as new areas of development. a 
5 


Valuation of employee development programmes is extremely difficult 5, 7 


Ployees to 
both : stitute programm take pride a? 
terms of return on investment and application of learned experiences, for ¢ “ ; on sie tice € of education and self-improvemeny - i 
‘ ; ae Tet Og For » We will en 
time-lag. in the organization. ‘nies in India. Teview the 


However, success of training, i-e., HRD efforts of an organization in the p 
of education and developmental programmes, largely depends on simultane. 
changes in the organization, which is known as organizational development (9p 
Changes in the employee behaviour for training, education and developm.. 
programmes are reinforced by changes in the organization by OD Proce. 
which uses many strategies and interventions. Hence, HRD efforts shoul}, 
congruence with OD investments. a ; 


Objectives of HRD a 


From the foregoing discussion, objectives of HRD can be listed as folloy vS: 
1. To develop capabilities of all individuals working in an organizatior 
relation to their present role a 

2. To develop capabilities of all such individuals in relation to their fut 
role _ . 

3. To develop better interpersonal and employer-employee relat onships 

an organization 


under. mens have laid dow 


* Recruitment of quality manpower and 
* Recruitment mainly at entry level 
Plan and monitor career develo 
present jobs; groom potential 
a | To introduce and sustain 
4. To develop team spirit bj ____ performance based on result 
5. To develop coordination among different units of an organizatior 
6. To develop organizational health by continuous renewal of indivic 
capabilities (averting manpower obsolescence), keeping pace wit 
technological changes q 
Objectives of HRD can be made clear when we highlight the impo 
human resources in line with the examination process of the “Baldridg 
which is given at an international level to a quality organization. Object 
HRD practices in an organization should be to put efforts to develop/anet 







n their policies as 





their retention 






Pment staff to perform effectively in their 
managers for higher responsibilities 
an objective system of evaluation of 











Performance as the sole criterion for increments and promotion 
Use of training as the Strategic factor for competitive advantage 
To nurture a Spirit of entrepreneurship among employees : 
Work in close collaboration for fostering the spirit of openness 
To ensure transparency in decision making. 

~ Self-motivated employees 

Employee commitment 
Commitment of results 



















a 


; 
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agement of HRD Unit 
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pment discussed earlier), 


), ete. Discussions of all 
the book. 








HRD OBJECTIVES OF W.S. INDUSTRIES INDIA LIMITED 


ans of Nedg 
To plan and induct appropriate manpower in terms of knowledge, skil| 


~ foregoing paragraphs, we haye 
and attitude 


mention 
in| : jaragraph, we will consider th ed diff 


¢ functions erent sub-systems of HRD. 
; A (li . . IL ds pertinent ¢ ning of integrated HRD systems in 
' (crms of remunerat{ [pe ization Oo Mentio 
» Toprovide opportunities for growth to employee in On, n° sonnel functions integrated ei ee India organizations, by and large, 
career and skill endowment alings with employea nave a have separate HRD department iat: functions, with an exception of a 
* To practice equity and faimess in all its dealings loyees FAR” * nizations, therefore, merely retitle dth usively for HRD functions. Most of 
To continuously enhance knowledge. skill of employ ae eg Tb either calling Human Resource M Fen nation of their core personnel 
= fo oe t and future task through education ang ple by ae anager or Human Resource Development 
performance of their present < ee - acer. Yet, ther ome Organizations who h 
training 7 


* To create an organizational climate to have a highly motivated Work 
force 


To prepare employees for easy and faster adaptation to change 


jon, entrusting the responsibj] 

unc” als of their Management Deve] 

inority of India Ltd (SAIL), Indian 0 
u ~ 





Role and Significance of HRD | y 
For any dynamic and growth-oriented organization to . mic recta any 
environment, HRD activities play a very crucial role. Aca nit (micro) ad b 
India at macro level influenced the need for production a ‘ ie eee is 
production restructuring necessitated labour restructurl  redeployaai ie ing 
of HRD activities at organizations. Training. a ee a Ps nog 
become a buzzword in the corporate circle as marke E ee flow oa oa sn 
of economic restructuring programme), delicensing ae competitiGali Ae: 
(as per New Industrial Policy of July, 1991) intensilie tee RE mnie ring 
traditional skills and knowledge redundant. Many ie which Toe a % 
threatened with manpower obsolescence to withstan ) tes 
y “ ived prime importance. 
i antes mace and sialon of employees no doubt ae necessary a achieve 
ductivity and functional effectiveness. However, these one cannot sustaiy 
pert rganization, unless effort and competencies of human resources ar 
sis hace oer in developing and enabling the organizational culture. Ay 
enabling organizational culture is possible when employees a an a, 
found to use their initiative, take risks, experiment, innovate | | 
happen. 


1. 

Hence, role and significance of HRD in an organization ate ae 

when we consider the fast changing environment ae. od Gee 

change and intensified competition. This has necessitated ‘ e ng malta 
of capabilities of people working in the organization, which are sii ultans 

reinforced by changes in the organization by OD process. need 

The role and significance of HRD can further be appreciated we ie 
different sub-systems of HRD like, Performance Appraisal, Career Piannit 


Development, Manpower Planning, Management Succession and Develop 


ms 
























ve 
t 


their human resources, Similar 
Company (TISCO), Kirloskar Group, Reliance, 
Modern Group, Lalbhai Group have their own 
to develop and train their human resources. 


training colleges for developing 


ly, private companies like, Tata Iron and Steel 


Focus of the HRD System 


Reviewing the definition, role, Significance, purpose and objectives of HRD as 
explained in the foregoing chapt 


organization focuses on the follo 
Li 


ers, it is evident that HRD 
Wing important areas: 
Increasing ‘the ‘enabling’ capabilities by developing human resources, 
organizational health, team spirit and increasing employment motivation 
and productivity. 
Focus on balanced organizational culture by conducting 
workshops, discussions stimulating openness, mutual trust, team spirit, 
creativity, initiative, mutuality, collaboration, delegation, autonomy, 
respect, management of mistake, management of conflict, etc. 
Focus on learning contextual factors from different professional bodies 
like, National Institute of Personnel Management (NIPM), Indian Society 
lor Training and Development (ISTD), National HRD Network (NHRDN), 
All India Management Association (AIMA), etc. These professional bodies, 


(hrough their publications, seminars and workshops, share the experiences 
of the corporate world. 


department of an 


periodic surveys, 
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ing of HRD system. which may call for redeg) 
Rotation, Reward Systems, Career Pla In 
and Development Pro iran, hg 

t 


My ’ 
Mroduction ty Human Resource Management 
7 jew 
Focus on periodic ret 
isal, J ob Rot 
Performance Appraisal, 


go organtzational Char Sor Integrated HIRD 
Promotion, Selection, Induction, Training 


i | : GENERAL MANAGER 


Focus on integrating HRD with other corporate func ( oe nb Produc ; 
Marketing. Finance, Material, Corporate Planning, > uch Mlegray,! : 
will strengthen the development of ‘enabling organization, nd 
6. Focus on diffusion of HRD function involving noe managers jn Vario 
HRD aspects like Training of Subordinatcs, Performance Appraj. 


4. 






Als lager 
Promotion, Placement, Selection, Career deodpiss et Line Peop}. al, tres 7 nanader Vanage - 
virtue of their rich experience may effectively contribute to these i Beatie aectinces Mig, : fafiager 






areas. Moreover, their active association will accentuate the Proces, 
developing an integrated HRD system in an organization. 

7. Focus on working with unions by taking them into confiden, a 
collaborating with them. Unions can also play a positive rol My 
furthering the organization is evident from number of example, i : 
Syndicate Bank Employees Union very recently collaborate ¢ 
the management to reduce the Non-performing Assets (i.e., bad 
realization). 





Sup/ 
Customer Sup/Tech. Sup/ 


Training Sales 
Training 


Service 
Training 





lh 
deby 


Structure of HRD System 


The precise organizational plan for an HRD department depends on the 
and of the organization in which it is located. Here, we are giving hypothet; 
examples of organizational structure of three different organizations to appreciay ! 
the functioning of HRD departments in different organizations. 






(Chart 1" Organizational Chart for a Large Company 


President-HRD i 


Director/ 
HRD 


Structure of HRD system in organizations was briefly discussed in the 


| . duly illustrating an integrated HRD structure 
Vice President/Ediaateeian and HRD as a separate functional identity in an organization. Here we will discuss 
Vice Prenton favaiome Development _ the basic principles while structuring HRD Department of an organization. 
. Needless to mention that the structure of HRD Department differs from 
_ organization to organization, for the differences in size, nature of activity, philosophy 
and altitude. However, following principles are usually followed in every organization 
while it goes for structuring the HRD Department, | 


l. Developing an identity of HRD, which may or may not encompass other 
personnel functions 

2. Establishing credibility for the HRD function, which is possible by 
cntrusting the responsibility for HRD at a higher level in an organizational 
hierarchy 

Balancing integration and differentiation. Differentiation can be ensured 
by not diluting the HRD functions with traditional personnel management 
and industrial relations function, which is possible by entrusting the 





Director/ 
Personnel 








Manager 





Manager 


Engineer- 
ing 


Manager 
Sales and 


Market- 
ing 





Training 
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lep 
functional responsibilities to different ¢ , 
Jnieved by diffusion nc 
in Chart 3. Similarly. uaa sabe ea sinkedie ba spOUP process. Ces an managing 9) 
functions with other major corporate functions like, HF Bs Produc ‘eter: The rol group discussions and 
(as explained earlier) and line functions, aS inputs from these ArCag 6. sina ate ond c of marketing and contract} 
progr S and services, acting from HRD's viewpoints, 


enrich the functioning of HRD department, Ss 
illustrated in Chart 2 
4. Likewise. while structuring an HRD Departmen 
should be ensured that it has linkages with extern 
systems, i.¢., HRD Department should represent varlo 
hoc committees. etc. 
5. Finally, structure of HRD Department s 
sustain a monitoring mechanism 
Basic principles governing the functio 
have been made clear by the American 
(ASTD), while describing different roles of HRD M 
of functioning principles of HRD systems can be listed as follows: 
(a) HRD systems should develop a strong feedback and reenforg 
mechanism. ng | 
(b) The system should balance qualitative (subjective) and quantitatj,. 
(objective) decisions. Ne 
(c) The system should balance the requirement of internal and extemal 
expertise. / 
(d) The system should be introduce 


tructure of which hag Cah 
Sey material Developer: The ro} 
mediated Instructional materials ng written and/or electronically 


ds Analyst: The rol 
g, Nee € of identifyin 
erformance conditions and deterriting and actual performance and 
9, organizational Change: The role of inf sina nyc saat 
in organizational behaviour, nmluencing and supporting changes 


programme Designer: The 

and selecting and sequ fe en 

11. researcher: The role of ide need 
(theory. concepts, technol 

two implications for impr 


{ of an organizati 
al systems and inte l 
us task Eroups al 

aq 


hould be developed so that it Cay 


g objectives, defining content 
a specific intervention. 


nti 

ae eloping or testing new information 

atetind els, hardware) and translating these 
yayne Pace, Philip C. Smi vidual or organizational performance. 

R. Way? - Smith and Gordon Mills (1991) after reviewing the 


en roles of HRD, as indicated by ASTD 
oe ag below: » Grouped all these roles into four major 


alytic role: 
(a) Needs Analyst 
(b) Researcher 
(c) Evaluator 
pevelopmental role: 
(a) Programme Designer 
(b) Materials Developer 
Instrumental role: 
(a) Instructor/Facilitator 
(b) Organization Change Agent 
(c) Marketer 
Mediational role: 
(a) HRD Manager . 
(b) Individual Career Development Advisor 
(c) Administrator 


ning of HRD system in an organ q 

Society for Training and Developm, On 

anagers. However, basic essen, 
Re 














d in a phased manner. 


Role of HRD Manager 

From the foregoing discussions, it is apparent that the primary goal of HRD, 
to increase worker's productivity and firm's profitability as investment in HRp 
improves worker's skill and enhance motivation. The other goal of HRD is ty 
prevent obsolescence at all levels. To achieve these two goals, HRD Manager of 
any organization plays following two important roles: 

1. To assist people in obtaining the knowledge and skills they need for 
present and future jobs and to assist them in attaining their personal 
goals. 

2. To play the ‘enabling’ role, providing the right context in which human 
performance occurs and the organization reaches its stated objectives. 

In 1998, ASTD identified eleven roles of HRD manager, which can be 

enumerated as follows: | 
1. Administrator: The role of providing coordination and ‘support services 
for the delivery of HRD programmes and services. | | 
9. Evaluator: The role of identifying the impact of an intervention 
individual or organizational effectiveness. ie a 
3 Individual Career Development Advisor: The role of helping individual 
to assess personal competencies, values and goals and to identify, plat 
and implement development and career actions. Be, : 
4. HRD Manager: The role of supporting and leading a group 
linking that work with total organization. 


Role of Consultants a HRD 


In HRD, consultants play a very crucial role, particularly in following areas: 


(a) In designing a career plan for the employees, many organizations prefer to 
retain the services of consultants. Career planning is a very complicated 
function of the organization because faulty career planning may ultimately 
lead to dissatisfaction of the employees, who may leave the present 
organization to get employed elsewhere. Many Indian organizations face 
the crisis of mid-career shift for not adopting the suitable career plan 
lor their employees. The Steel Authority of India Limited (SAIL), the 


‘5 work all 
“a public-sector steel giant very recently lost 400 of their key and middle- 
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ives who left to join newly formed private stecl-manufagty 
Steiner The chairman of SAIL in a recent press briefing lamented ne 
large scale exodus of steel executives from SAIL would cost heavily for in 
organization, as in developing an executive with exposure In) sicel TCU 
time of ten to fifteen years. All such executives who have left SAIL All by) 4 
reasons Which, inter alia, include absence of better career pro 


Ic 
it 
y il 


i 





‘ 
(() 


ers need to ensure that th 





Introduet; 
duction to Fluman Resource Management OA9) 


ate 5 
uch conditions in the workplace which 
APabilities 


cy cr 
mployees Lo: ¥ cre 


Acquire and develop ney c 
percelve possible Outcome 
assess the self growth 
enjoy the growth process 


c 


Of a ) 
quiting such new capabilities 


in SAIL and more financial benefits 2 Pvt ee ae i ginee linc managers are in close proxi 
companies. Banks and other financial instieons so fag, 7 ability to create and qd ] ximity with the ope 
similar unpleasant situation for recent liberalization of financtal mart P onslD y evelop such conditio pale til Sea abained 
























vis-a-vis the emergence of private banks/foreign banks/global fina, a 


institutions, etc. Very recently, State Bank of India retained the Servic i b 

of world famous management consultant, McKinsey for restructy,, : bs 

the organization, which among other things includes developing Suitah SF follo 
us 


career plans for their employees. 
Manpower Planning has also become a crucial function for py, 
consultants, especially in the wake of increasing manpower obsolegeg, ’ 
for technological changes in Indian industries. > 
Similarly, in Training and Development, Performance Apprajs,) 
Recruitment, Selection and Placement, Developing Suitable Prom tio al, 


(b) 


(c) 
OUon; 
Policies, Management Succession and Management Development, ee 
HRD consultants play a very crucial role. y auld 

Before engaging HRD consultants, it is necessary to consider following importayy 
points: r 
(i) When an organization needs to expand its capabilities on ‘Crash R asiy 
i.e., on emergent basis with the sense of urgency, then under thes, 
circumstances the organization cannot afford to rely solely On untried 
competence of this internal resource alone. It needs to hire th 


: € sery Ces 
of consultants, who are having the required expertise. i cy 


Similarly, an organization may require to avail the services of spe clalized 
experts in some areas, where it does not have the requisite inten al skill 
and knowledge. This is particularly relevant in cases like traini g and 
management development programmes where we find many organ zations 
retaining the consultants to impart training on TQM, 1SO:9000, Qi ality 
Circles, Value Engineering, Business Process Reengineering (BPR) 
Benchmarking, Just-in-Time (JIT), Total Productive Maintenance, ete 
HRD consultants are also engaged in cases where objectivity or corporate 
strategy leverage to a job done needs to be given. 
Whatever may be reasons for retaining the services of HRD consultants, we 


find their increasing use in corporate sector for efficient result, cost benefit, less 
time lag, etc. = 


(ii) 


(iii) 


Line Managers and HRD 


Udai Pareek and T. V. Rao (1991) also emphasized the role of line mé nager | 
realizing the HRD objective of an organization. Since, line managers tré ns ate Li 
objectives in to action, they are responsible to develop and utilize the manpowt f 
all the components of HRD, i.e., Career Planning, Training, Performance A Wy, 
and Organization Development, line managers have certain specific respons be 
which preceed development of certain congenial conditions for employees: 


£anization as a whol 
a precondit whole. Creating the 
la, also race In realizing the HRD objectives 


and 
above strategic functions, the ade opment 
deciding about redundancy, 
redeployment, etc. 


Line managers help in identification of training needs. Due to the reason 


systems in this respect. 


oe ane also play other developmental roles to motivate people 

to one and take responsibility by continuous coaching and developing 

problem-solving skills, by recommending them for further training, etc 

a = aoe ae to promote small group activities like Quality 
ircles, ub, ue Engineering Te 

prefer to involve line mana “ eee 


gers in in-house training 
than outsourcing training experts. ia 


Line managers also play an important role in identification and clarification 
of Key Result Areas (KRAs) or Key Performance Areas (KPAs). Setting KRAs/ 
KPAs alone cannot set the b 


all rolling. It requires continuous support 
and sustenance of an environment of mutual trust and openness. Line 


managers, by extending their help and support, enable the subordinates 


to realize their goals. This inculcates a sense of achievement, which has 
tremendous motivational benefit. 


In OD intervention, line managers play the important role by identifying 
the required initiative, by participating in organizational diagnosis surveys 
and finally by implementing the suggestive action plan. 


Line managers also reinforce teamwork and collaboration, suggest reward 
lor good performance and foster total participation culture by involving 


subordinates in decision-making process. These together reinforce HRD 
climate in an organization. 
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‘rs play the 
, nt, line managers play Chugy 
. areer planning and developme anor ; al 
der av teane career opportunities and ene sa subordinates lg 
an - required potential to grab such opportun a sinee 
: ‘<4 

rationally it is now being debated whether HRM ¢ Sho 
ma ‘Se 

nal structure is also getting changed (from SEO ea cet ae SYs 

ni or independent business units), it is almost likely to g Enizan 


Cs. 


threat is also from the HR profession itself, as it a ae regutrentatl aS ; 
ere obviously for not being able to keep pace with th of the 
changing time. 


HRD Culture 


a e in an organization, 
HRD facilitates development of an enabling ere for frequent restruci, : 
changing environment, organizations are require ture, it is difficult fo. 8 
and redesigning of activities. Without an enabling cu bli culture or 
organization to withstand the change requirements. Enabling Creates 


. ¢ - sae and ri 
environment where employees are motivated to take things bappealiita 
enthused to experiment and innovate and they make : SH 


£Y fee) 


culture, which develops an enabling culture in an organization, is characteriza, 
by following practices: 


Openness 
Confrontation 
Trust 
Autonomy 
Proactiveness 
Authenticity 
Collaboration 


HRD Climate 


ailing HRD culture 
HRD cli i tion of the employees about the prev 
in a oe prdenctend the HRD climate, organizations often institute 


a survey with a structured questionnaire. Analysing the survey response, it is 


ossible to map the HRD climate covering all the enabling practices ie 
Sei ookary remedial action, if any, can be initiated by the rene 
to address the gap. Some of the elements of the questionnaire can be 


follows: 


(a) 


(b) 


(c) 
(d) 
(e) 


Does the organization consider employees as the most important 
resource? 


Does the organization believe in developing competencies of all 


cross-section of employees and initiate action in that direction? 
To what extent is the organization transparent in communication 
Are the employees encouraged to take risks? 


: { ani 
Is there a climate of collaboration, team spirit, mutual trus 
confidence? 


are the personnel Policies 
(1) 
ye Matrix 


2 ¥1990) developed such matrix, wy 
J 


Mechanisms 
sub-systems or —> 


ft instruments 


Variables 


Awareness of 
competencies 
required for job 
performance 
Proactive 
orientation 

° Trust 
Collaboration 
and teamwork 
Authenticity 
Openness 
Risk taking 
Value generation 
Clarification 
of norms and 
standards 
Better 
communication 
Fair rewards 
Generation of 
unbiased data 


on employees, 
etc. 


discussions, 
Feedback, 
counseling 

» Role analysis 

+ Potential 
development 

e Training 
Communication 
policies 

» Job rotation 

e OD exercise 

e Rewards 

¢ Job enrichment 

e Other 
mechanisms 


Other Factors 


Personnel policies, 
Top management 
style, Investment 
on HRD, Top 
management's 
commitments, 
history, past 
culture, etc. 


matrix 18 the Interrelationship bet 
‘yore HRD practices Benerate 
fle" nes that contribute to Organizatio 


ween 
HRD pr 
Nal eff 


HRD Processes @ 
HRD Climate __, 





below: 


In 
— Mtroduction ty Human Resource Management WAY) 


Supportive | 
ro what extent HRD activities are devetocmen 
ent oriented? 


RD practices and organizational 
ocesses, which result into HRD 


€ctiveness. T.V. Rao in Readings in 
is Presented 


—— Effectiveness 


. More competent 


People 


* Better 


development 
Toles 
Higher 


workcommitment 
and job 
involvement 


Problem-solving 
Skills 


Better 
utilizationof 
human resources 
Higher job 
Satisfaction and 
work motivation 
Generation of 
internal resources 
Better 
organizational 
health 

Greater team 
work 
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Dimension 


* Higher 
productivity 

* Growth and 
diversification 

* Costreduction 


* Higher profits 
° Better image 


Other Factors 
Environment, 
Technology, 
Resource 
availability, 
Nature of 
business, etc. 






















REVIEW QUESTIONS & 


Briefly discuss the history of development of HRD function? Or discuss the process i 
of development of HRD suitably delineating it from labour welfare and personnd 


|e 


HRM. per Se. cannot be un 
development. suitably d 
personnel man 
title for the profe 
whatever name they call. WI 
or operation. HRM and HRD can re 
the other. HRD. OD and IR are the s¢ 
of HRM. Thus, without successful | 


compctitive. 


——S s 


Industrial Managerven? 


SUMMARY) 


derstood without appreciating Its process of 
clineating it from the traditional labour welfare an¢ 
ts. There is stilla jeosenes ses sultab] 
, to the organizations to name jt 
sau nee 7 i tae or development, atreti 
1¢ ally not be separated as onc reinforces 
parate aspects of a broader conce t 
{RM. organizations cannot remain 


agement concep 


ae 














aging people with a structured app 


Personnel Management: Basically man 
human resource management. : 


In its refined form, today it is known as 
Serfdom: Serfdom is based on a positive incentive system, just Opposite to 
slavery. It is the beginning of human resource management. 

HRM: Human Resource Management. 

Guild System: The guild system involving master craftsman (the owner), 
journeyman (the traveling workers) and the apprentice together develop ed 
the human resource management practices involving selection, training an 
development of workers and also the emergence of collective bargaining ove 
wages and working conditions. 

HRD: Human Resource Development. 

Downsizing/Rightsizing: Optimization of manpower. 

VRS: Voluntary Retirement Systems. 





' are the possible advantages 





ain the role and signy 


Intraduesj 
an fo EH 
Enificance of “man Resource Management dey 


‘ all 
pndla, WE really need HRp Professiona| ‘Do you think, 
organizations Impart education to they $ In our Ofitniedticnar present context in 
eir S: 


sitlons. This { ! 
quture Pos 8 becay Ployees for groom 
cidate this statement, "* today’s Organtaaticn ing them for unidentified 


S are environment sensitive. 


fix iI 


plu 
whal should be your focus ar 


e 
ari would you consider more ro for designing an 


m eff 
What Important factors should a ie: ective HRD system? Which 


anization? Illustrat onside 
organiza € your red whil 
of any organization, answer with an 


priefly discuss the principles for 
What are the Important roles of an toning of HRD 


Do you think for an orga bat H manager? 


lo 
Nit is necessary to 


and disadvantages in 


structuring HRD unit of an 
organization chart of HRD department 


system of an organization. 


retain an HRD consultant? What 


short Notes: retaining HRD consultants? 


(a) Guild System 

(b) Structural Change in Empl 
(c) Kurt Lewin 

(d) T-Groups 

(ce) Competitive Advantage 

() Human Resource Utilization (HRU) 
(¢) Integrated HRD Functions 

(h) Enabling Organization 

(i) Analytic Role of HRD Manager 

(j) Instrumental Role of HRD Manager 


oyment 


Competitive Advantage: Those factors which give edge over other competitors REFEREN CESE 


and which cannot be duplicated or replicated. 
TQM: Tota] Quality Management. 


Small Group Activities: Quality Circles, TQM Team, Value Engineering Team, | 
etc., where all workers can participate to share their views on work-related | 


issues. 
T-Groups: Training Groups 

Quality Circles: A type of small group activities, which enables workers’ 
participation to identify and to suggest remedial actions for the same. ' 


-_—_——- a 


management? 
What are the general functional areas of HRD? Answer this question keep ng 
view the HRD functions of any organization. 
Do you think HRM and HRD are different functions? How did the concept of 
develop in an organization? 
Differentiate between training, education and development. Discuss how they: 
related to HRD. P 
What are the objectives of HRD functions? Briefly explain the HRD objectives 0! 
leading organization. 
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therefore, draw from ana 
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pe j and Internal fit, €s to understand aspects such 
‘A 


s 
People and the issues concerning 
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Organizational Behaviour | eifiisument ives a clear understanding of the basics 
S * 2 F that 
and Employee Pex ception Fook ine” in Europe In the middle of ee © the industrial revolution (which 





LEARNING OBJECTIVES 


After going through this chapter, 
¢ comprehend the meaning and significance of Organizarj 


{ 
mun 
a student would be able to | com 
q 


Ong ing in gro systems began t 
savior Derived neseseaRPISh common gals Ius oat pec 
eer ti , jividte S to ac 

e know definitions and concepts of perception : 3 management and organizational beings oe = Apa aiid ash 
e understand the processes and oe eae of perception whe efforts of individuals working in groups m Decame crucial for coordinating 

e be familiar with individual decision-making styles | To understand organizationa] behaviour it is 
e appreciate scenario planning for individual decision ynderstand the iisatetou behaviour. Nature and pee oo : 
eee numan NEIME 9 the re cause of behaviour, Work-related behaviour of peo le 7 

|  # organization stems from both €nvironmental and individual fact - : 

INTRODUCTION pehaviour is broadly classified into two ch eee eae, 

























rganizational behaviour is the analysis of an. Organization: and learned characteristics. Inherited chara 
Oe rcue, functions and the behaviour of its people 
Behavioural study encompasses both groups, as well as, individual), 
It is an interdisciplinary field and has its roots in sociology any 
psychology. Organizational behaviour is based on sociology, a 
the word ‘organization’ itself represents social collectiveness, |{ 
linked to psychology because the subject encompasses the s uty 
of people, individually and in groups at the workplace (essentially 
an organization). Individual and group behaviour is again the 
function of many factors, which extend to other interdisciplinay 
fields such as economics, political science, social anthropology, 
engineering, and human resource management, The scope 
organizational behaviour is, therefore, extensive. An ae 
needs to manage all these aspects so that it can sustain} sell 
a competitive market. con 
Theoretically, it is difficult for us to draw a line betwett . 
management and organizational behayiour. It can be sald ii 
one supplements the other. Some organizational beha hour Isst 
have their roots in the management processes. In fact, IGS" 
of management began much before the study of organiza 


S and perceptions and the environment 


around him. Perception is a process of receiving, selecting, organizing interpreting 
, =* , 


checking and reacting to sensory stimuli. To be more simplistic, through perception 
we process information and then interpret to deduce a sensible meanings. Attitude 
‘on the other hand, is a perception with a frame of reference. It is a Stable way 
of thinking, perceiving and acting towards a situation or object. Personality is 
the sel of traits and characteristics, which forms the habit strength and a static 
_Tesponse pattern to a certain stimuli. Values are basic convictions which depict an 


individual's moral structure, It helps to determine what is right and what is 
wrong. 


Perception is more considered as a sensory stimulus. Through perception, we 
_ deduce some sensible meaning of a situation or information. Thus, perception 
receives, selects, organizes, interprets, checks and reacts to any stimulus. We at 
the individual level, through a dynamic inner process, develop our response to 
_ the outside environment. Our response is largely influenced by the perception. In 
— Maniving the organizational behaviour, we need to study the difference between the 
_ Perceptual and the real world. Moreover, work-related behaviour of an individual is 
of La srgte ret the produet of perception. Today's managers, therefore, need to understand their 
|} behaviour. Studies in organizational behaviour, started : ; - Wn perceptions, as well as, the perceptions of the subordinates. 
middle of the twentieth century. Organizational bene 
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Industrial A Lamaggrrre nt 


1 interpret our 

> which we organize anc 8 

Perception is a process oe a to their environment. However, What 

in order to give meaning ‘or organization to drive 
impressions from the objective. For orgal Deg He 

perceive can be different ee ortant that all cross-sections of employees A: 

al, it is imports on tives: C 

a ae to organizational goals and sacar ae ser it Woulg i 

at ie ie results. We have already been inknos re 7 1€ Cone p 

ee aca sander McKinsey’s 7-S framework. mes ee disci be m 

Ss vision age. fforts in the samc » to ach | 

: mployees put their ¢ len, 
eae jee difference may hinder _ civic atidedeine creepy 
e goals. An lso their sO Mak 
s haviour of people and so a , g, 

oo for the organizational behaviour. Some of the characterstir ‘ 

perception are: reality, i, 

(a) Perception may be different from the eer in ee oi yt Ong 
perceives may be different from what the obje . Sltuatio, 
actually is. 

: iduals to perceiy 

(b) There may be disagreement among indivi licies on ieee ene Me 
object or target or the situation. Company an d by different. : atles 
incentives, promotion and transfer may be pe Hon with-thelss €mp] ey 
differently, as employees perceive the situa WN frame of 
reference. 





Or Miva hi 
| RAN ational Behaviour and Employee Perception 
, diagram below fs a ©onceptual | 


Sch 
€matic of the process of immediate 








Visual cortex 


Reacting part 


(c) Similarly, perception of employees towards the same Manager May }y 


different. Perceptual field 


Shaping perception of employees of the organization to develop their sh 


are 
vision is the greatest challenge for any organization, as this nelps In achieyi, Environment 


Reality . 


the results. 


PERCEPTION AS A PROCESS 


Perception is a three phase process of selecting, organizing and interpret 
information. As a process, we use perception to interpret and organize sens 
to draw a meaningful experience of the world around us. Here we can 
borderline between the sensation and the perception. Sensation is the UNPTOcesseq 
result of stimulation of sensory receptors in the eyes, ears, nose, tongue, or skin, 
whereas, perception describes our ultimate experience of the world Processin 
our sensory inputs. Thus, we can hardly separate perception and sensation, as 
they are intertwined. Therefore, as a process, perception translates our Sensory 
impression, guides our behaviour and encompasses all processes that associate, 
with the recognition, transformation and organization of sensory information. From 
that perspective, we can also relate perception to cognitive functions like, reasoning 
concept formation, problem solving and memory and also consider it as a sensory 
motor behaviour. Perception is also known as perceptual process, which is viewed 
as a complicated interaction of selection, organization and integration, through 
the process of addition and subtraction from the real sensory world. 


There are two distinctly different approaches to perception. E.J. Gibson (1969) 
argued that perception is the outcome of stimulus. Nature of stimulus {s primamlly | 
responsible for what and how we perceive. Constructivist theories, on the other 
hand, argue perception is influenced by your experience and expectations. Theories 
of attitudinal change and social learning also support the second argument. 


Interpretative 


Psychological factors 
ations 


draw a J) figure 11.1: Process of Immediate Perception 


Sub-Process of Perception 


Sub-processes of perception are many, an 
Broadly we can categorize perception int 
* Internal Causation — 
_* External Environment 
* Sensual Stimulation | 
Physical Environment 


Socio-Cultural Environment 

Internal ¢ 
farlier. Sensi 
of the organiz 






d they vary from individual to individual. 
0: 


ausation and external environment have already been explained 
al stimulation could be generated by the supervisors, new procedures 
alion, new machineries, etc. We first register all these cues through 
our sensory and neural mechanisms. We then interpret the stimulus through our 
Motivation, learning and personality; we behave overtly or covertly; we get the 
feedback on our behaviour and then face the consequences, Physical environment 
Could be the office, shop floor, research labs, store and climate. Socio-cultural 


*nvironment is the management styles, values and discrimination. 
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Factors Influencing the Perception 


ycople is ‘oe Con 
What influences the ag a Lat to an object ot te eet. a siltation it 
An individu! eae Hence we can say. Pc Ee a am 4 1¢ Chega 
his/her frame of anual perceiver. Such person 7 mtr aA aaa Can 
i iecnenanir ns oT "i des personality, motives, interests 4 so al {S80 the by 
— eae ne characteristics of the object or target anc’ so also the 
experiences. Again wa 


h the object or tar sug 
affect the perception. Finally, the context in which tie get and i 
can 
situation are being perce 


; ant. 
ived is also acl p erception into the three ar 

Based on the above, we can broadly categor™ , “as 
_— Attitude. personality. values, mo 
of the perceiver. 
Time, work situation and soc! 
Shape, size, shape, sound, movement, 
or the target. 

Perceiver is a individual who perceives the cs Sar a the Situa 
Attitude develops a frame of reference. which helps the os i ' u ° perceiy, 
attitude is a stable way of thinking, perceiving and ae g ee ; a situ Or 
object. Personality is the set of traits and characteris a w i. Valine the habj 
strength and a static response pattern to a certain s a > Vales are bagi, 
convictions which depict an individual's moral Strucrure. It he ote to determine What 
is right and what is wrong. Motives are unsatisfied needs, which exert eng 
on perception. Interest is the likings and disliking of the people. Past ExDerien, 
narrows down the perception, i.e., it nullifies the interest on objects or target 
or situation. In contrast, however, objects, targets and situation which have p 
been experienced earlier, evoke more interests. Finally, from the perceiver’s 
of view, expectations also distort perception, when the gap between what WE see 
and what we expect widens. 

Individual's perception is often situation specific. Time, work and social set 
are the three constructs of a situation. A boss in office is perceived different 
his/her subordinates. However, the same boss when becomes informal with al 
his/her subordinates in a party, is perceived differently. : 


Similarly, objects or targets in relation to its shape, size, shade, sounj, 
silhouette, movement and background influence one's perception. A police officer 
in uniform may be perceived as ruthless and tough, while in the core of his/her 
heart, she/he may be soft and delicate. ICUS 


again dificult for us to cat 


tive, interests, experience and OPEC, 


al setting of the situation. 
background and profile of the cy 
Ret 


2. 
3. 


ton, 


ation 


Theories of Perception 


Here we are explaining some of the important theories of perception. Some of the 
important theories are: attribution theory, selective perception, halo effect, contrast 
effect, projection, stereotyping, etc. | 


4 

Attribution theory explains that people develop explanations attributing# 
meaning to a given behaviour. It is our general propensity to develop on our 0M 
some explanations about the behaviour of others. In the process of developlt 
our own explanations, we also try to attribute whether such behaviour is Ut 
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c0 S58, CO : based o 
ot! iatinne! ivene Nsensus and Consisten "OUT Perceived mapping of degree 
of | jornally caused behaviour oe : 


is con 

{he person rhe ees Externally cane 4° be under the personal control 
maser Sanne Le fee causes been hee ee 
api’ rairiakecdineee a tendance jg Considered ecg hile roeeneeiparonn 
all porns for certain shes ‘ attendance {g considered as anette a 
ye ry has already been berets like traffic disruption Ther fo me sitet 
al CO ues eetnkerfal tank Stinctly identified, ie . efore, a habitu 
alls 0 or. Consensus considered as usual and 
re- 


ayo's Bank Wiring Experi 

rs despite availability - iene wor 
ve bY producing more. Consisten , Le., th 
factors or ee aa e | 
+ ndamentat a ution error 
aot This is more evident ahr ot — overemphasize the internal 

the market is often overlooked, when the nigtiketuee ie lr down trend 
pails 10 achieve the target. On the other hand, ner Stk Paiarat ane aoe 
when : 


we attribute our own success to our 0 
own failure to the external factors. wn abilities and hard work, while our 


selective perception, halo effect, contrast effect 
theories of perception are classified und é 


udge others. 
Selective perception occurs when 


projection and stereotyping 
€T Common perception errors while we 


sha Selectively interpret what they see 


ground and erience. S 
obviously leads to our perception bias, as subsequently it tte elig ee 
0) avoid such selective-perception bias, it 
about an individual after adequate study, 


Halo effect influences our perce 
characteristic, viz., one’s intellecty 


under the direction of the local sales head. 


Projection error occurs when we perceive a person of our type for the obvious 
similarity of traits and qualities. Often our expectations are to find similarity of 
our own traits with the others. Moment we find such Similarity, we perceive them 
to be like us, and in the process, perception error occurs. 


Contrast effects also distort perception. It is our propensity to evaluate a 
Person in relation to another. It is for this reason the most average candidate for 


a interview can become successful, when other candidates for the same job 
nterview are of below average standards. 


Slereotyping error oécurs when we categorize people and events into already 


OWN categories, Perceiving woman as a boss often becomes difficult, because we 


ae oly pe woman as the secretary. Similarly, we often stereotype police officers 
Corrupt, while they may be honest. 
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TRAN ational Behaviour and Employee Perception 
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Pedestal Manager 


; . (lee 
pa rrect perception is important ir ai Succes m ‘A Group and NomtInal Group Method Th r group decision making are: 
In an organization. “forint ce expectations, ethics as eh Neg i pee 2, - 'hese we have alrea dy explained in 
t interview. pe ; oy, (he study of pereep On IS alSO Mpo chal? 
~ employment lovee effort. Morcover, vie. A brief outline on de Tay | , Sant 
evaluation ane ie individual decision-making style. lectsioy, serception Base’ Individual] Decision Mak: : 
to understa akin 





















jtlonal decision maker, indtyic 

i] [4 ¢ 

As" jeelsions based on the avallability of Informat on and of any organization. 

tak jecision maker takes tim 

i making follow certain gs 
Q 


a | 
ee ppl’ iis/her own perceived 
fer 


making is reproduced below. 


Types of Perception ) detection, (2) recognition ay 


ty 
Perception has three . to whether people can aes pee are bet” | 
discrimination. Detection vw enerey. To take an example, a light may be so din Ss 
stimulated by some oun oe Recognition means being able to identify, as Wel 
can barely detect its pres c a s{imulation. Discnmination means being able ts 
as, detect a particular patter ¢ another. To take an 


- different from 
eens je sincere Soap alae b este similar musical tones, Th{s ie t, 
: : % -_ ~ é . 
a person may hear slight differences 


example from the psychophysics. which investigates into seed effeetaniieee 
the physical properties of stimulus pattems and the pe 0 Simul 


of complenity: (1 


Principles of Perception seg! 


pstablishing Objectives | 
ond step in the planning process is the es 

a what is to be achieved. It gives dir tablishment of obj 

While establishing objectives, it is essenti 

50 as to subsequently ensure the extent 


of principles. First among those 
eral propensity of people to Percejy, 
hen visualize the entire shape from 


Perception process is based on a number 
the ‘principle of closure’, which means a gen 
things as complete and unified. Engineers W 
a prototype, they make use of this principle. 

The principle of constancy makes us perceive objects as constant in size; Shape 
colour and other qualities. To take an example, we perceive an orange with its 
characteristic colour under different kinds of light. 

The opposite of the principle of constancy is also valid. At times, a Constant 
object may be perceived as not constant. Good example is a black cube. 

Another important principle relates to the perceptual context, Le., the influence 
of surrounding conditions on our perception. Often, you have perceived that the 
reprimand of your teacher is for your development! 


Determining Planning Premises 


planning premises are assumptions about the e ; 

on which planning is made. It lays down the fae yee 
scanning has to be made with the emphasis on economic, social. political 
competitor's plans, government policies and technological factors ‘simit ly. 
internal premises, i.e., premises within an organization have to be st died with 
the focus on organizational policies, resources, strengths and eae in 

such exercise, plans are to be made. Premises, however, are subject to chan 
This has happened in case of Reliance recently. We all know Reliance has to - : 
ils price tag for mobile services several times within a year. From Rs 10 000. they 
have now reduced it to Rs 500. Hence, premise control is very important Most of 
the organizations make provisions for contingent plan for this. ) 


ch decide the field 
equate environment 


PERCEPTION AND INDIVIDUAL DECISION MAKING 


In Chapter-2, we have already discussed about decision making. As decision 
making is the process to select a course of action from number of alternatives, 
individual managers while taking decisions, get influenced by their perception. In 
organizations, by and large individual employees’ decisions are based on policy 
documents; individual preferences can hardly influence the same. This is because 
policy-bound decisions are structured and cannot be discriminated; else it may 
create resentment among the employees. But apart from such policy-bound routine 
and operational decisions; individual employees need to take decisions in contingent 
situation. Such decisions are highly influenced by the perception of employees. 
Although to minimize the risk of wrong decisions, organizations often make ust 
of various mathematical tools. Perception, here plays a major role. In order to be 
a successful manager, one has to necessarily develop decision-making skills. — 
To avoid decisional errors in individual decisions, organizations often insist on | 
group decision making. In such cases, individual perception can hardly influent 


Identification of Alternatives 


In the next stage of plan 
ning, an o " 
alternatives, Pp g rganization has to identify different 


Evaluati on 
At this Sta 


Bion | 2 evaluation of different alternatives is done, and the best course of 
a 


crms of cost benefit is selected. 
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tion, To implement the plan, the yy 
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all cross-sections of people Ply. 


and support. Nay 


Implementation 


At this stace. the pl 

has to make a pena : ee 
mmunication o! Pp an has ~ 

an ical in order to ensure their p 


an is pul inlo a ' 
{ decisions using his 
be made to 
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i 


an has to be reviewed systematically, comp, : 
This facilitates adoption of future Plans anq 
in the current plan. Review may eyen tae 
ght of cl t 


Review 

After implementation. the pl 
outcome with planned actions. 
the correction of the deviations P" 
alteration of current plan in the li 
example, British Telecom had to rev 
necessary changes, to keep pace wit 


f Individual Decision Making 


ional decision making is its lon -drey 
or support may not be available, Seog aN, 
zation also to lay hands to every posit 
4] decision makers prefer to take q Ibi 
f non-rational decision-; 


anging circumstances, To tart 
sew its plan eight mes in a year ang ah 
h the changing scenario. ake 


Non-Rational Models o 


One of the obvious problems in the rat 
process. In reality, all information backup 
it may not be cost effective for the organi 
information. It is for this reason, individu 
based on non-rational models. We have three types © 
models, which are perception based. 


la tin 


Bounded Rationality | i 
This, in fact, is a non-rational model. In such case, the individual decision mak, 
tries to justify his/her decision within the ambit of availability of informatig 
and the given resource constraint. In other words, it can be called ‘thinking 0 


constraint’. 

















Incremental Model | 


Decisions using such mode] are essentially short term, and therefore, lad 
long-term perspective. Such decision makers believe in immediate gains, rathe 
than gains in the long run; hence, they cannot take decision for projects that ca 
give them long-term sustainability. } 


Garbage Can Model aa i 


if 
i} 


Such decisions are intuition based and largely depend on the gut feelings of he 
individual decision makers. These types of decision makers are more of gambles 
risk takers, rather than risk averters. Even with 40 per cent probability of succes 
they do not mind to decide. Late Dhirubhai Ambani, the founder of Re fant 
Group, and Jack Welch, ex-CEO of G.E., often used to take decisions based © 
their intuition and gut feeling. Obvious danger in such type of dectsion mé King 
that, it may succeed or may not succeed. 
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UAL PERCEPTION OF 


of ey helps In identifying the alrateoi: From the organizational point 
bf vicw: ily, it Is reflections on fut avegic-fit, pending some future developments. 
_ccntlany: ture situations with some frame of references 


r way, we can define scenarios a5 t 
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[In alternatives. Using some set of sto 


Hs —— to prioritize our perceptions about 
ol asls for framing plans and Strategies, S, Scenarios are plotted and used as 


Usin 

i § scenarios, mangers fo 

pposed punch sah nia reflecting on future situations. For <Searicrainer| 
agers OF we are Tequired to question the broadest assumptions 


anes 
© Organization in particular work. so 


ev 
anding global business environment has 
r the organizations. Among others, global 
the political changes and new emerging 
ontinuity in the business, and to sustain. 


; n advance, chasing those events. Scenari 
lans help in exploring the eventualities and develop a shared ia aan i 


commitment to the strategic interventions to change the organization, before some 
’ = ; 
unforeseen changes affect the organization's Prosperity in the wrong way. 


In a turbulent market environment, organizations need to quickly adapt 
themselves to changes. Such quick response to change is possible onl ancl 
organizations are capable of preconceiving different scenarios of the ie Sani 
and accordingly are capable to respond to the changes with adequate contingenc 
plans and prestructured strategies. G. Ringland (1998) and Peter Schwartz Q 99 Hy 
have identified that organizations worldwide are developing scenario plans to 
respond to the unforeseen change situation. According to Schwartz, scenarios are 


future contingencies, considering which, organizations are able to determine their 
future directions with contingency plans, 


Literally, a scenario is a script for a play. It is a tool to consolidate one’s perception 
lo track the alternative future environments and to take decisions at the right time. 
According to Pierre Wack (1985), scenario planning involves development of three 
or four different plots along with the associated narratives to illustrate the major 
driving forces for change and critical uncertainties in the environment. 

Thus, scenario planning is a creative foresight of managers and decision makers 
lo keep pace with the changing environmental uncertainty. It is also considered 
aS a strategic planning method. The key driving forcers for the scenario plans are 
chanwing social, technical, economic, environmental, educational, political and 
aesthetic (STEEEPA) trends. Globally, we find Shell and Siemens AG have made 
Extensive use of scenario plans. 


now be 
pusiness environment gets affected by 


technologies. Such changes create disc 
an organization needs to prepare them j 
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Forces of Scenario Planning » 


The major driving forces of scenano planning can be categorized Into four ea 


as follows: 


bs 
—* we 
’ 


4 


Soctal Dynamics : 2 
Social dynamics in broadest terms incorporate major demographic trends me 
age-mix. income, education and lifestyles and even the change In the 
svstems. To take an example lifestyle changes now shift customers’ perceptio,. 
to more value-added products and services. Customers are now more informe 
and they can question the company’s products and services, when they fall 1, 
meet their expectations. Change in the income level also (particularly when ttt. 
on the higher side) makes customers to indulge in premium-priced Products and 
services, with more disposable income being available in theirhands, 


" 4 
‘ 


ar 
Economic Issues a 
Both macro- and micro-economic trends influence the scenario plans. acto 
economic trends shape the economy as a whole. With more global interrelatednes, 
failure of one major multinational or transnational organization (like, Lehma, 
Brothers) has a catastrophic effect on many organizations and also the who 
world economy. Recent global meltdown and its effects are now an importan 
issue for us to consider. Similarly micro-economic issues like, modus operand 
of competing organizations could also spark the need for change and could bea 
basis for scenario planning. 


Political Issues _ 


Political beliefs and ideologies of the ruling parties and the strong oppositions, 
legislative and regulatory changes, etc., could also be the basis for scenario plans 
for an organization. The US policy on outsourcing particularly of the Government 
elect, will now be the major issue for the Indian outsourcing business and so |so 
for the IT-enabled Sectors (ITeS). : 


«ite 


Technological Issues ca 


New emerging technologies influence the business per se. With the developme 
of Plasma and LCD technology, conventional CTVs have now beco ne almo 
obsolete. Similar changes in the CDMA and GSM technology have revolutioniz 
the mobile phone industry. In many other areas, changes in the technology 4 


also influenced the change in their product or service-mix. Organizat ons tut 
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ged to act upon at each step to finally draw the scenario and make use of the 


geenario for framing the strategies for the future of 
are also known as Shell’s Model of Scenario Planning. organization. These steps 


SUMMARY 


For engineers, it is also important to Study organizational behaviour t 

understand organization's structure, functions and the behaviour of en 
people. Organizational behavioural study encompasses both groups, as well 
as, individuals. The term ‘organization’ itself represents social collectiveness 
Individually, people are the sub-set of collective organizational systems. 
Again, individual or group behaviour is the function of many factors. 
which extend to other interdisciplinary flelds such as, economics, political 
science, social anthropology, engineering and human resource management. 
The scope of organizational behaviour is, therefore, extensive. Thus to 
understand organizational behaviour, it is essential at the outset to 
understand the individual behaviour. Perception, as a sub-set of individual 
behaviour influences organizational behaviour. It is a process of receiving, 
selecting, organizing, interpreting, checking and reacting to sensory stimuli. 
In this chapter, we have discussed about perception and how it influences 
the behaviour of people, particularly in their style of functioning. Various 
individual decision-making styles and more advanced level of decision 
making using scenario plans have also been elaborated, particularly to 
appreciate how people in workplace differs in their style of functioning. 
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subject to change. oe i! 

Bounded Rationality: It is a non-rational model. In such case, indivigy. 
decision maker tries to justify his/her decision within the ambit of a 2 labily 
of information and the given resource constraint. We can also call it “th nkin 
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REVIEW QUESTIONS == SS 7 
1. Define organizational behaviour. Explain why does an engineer need to s dy OB; 

2. What is perception? What are its characteristics? cd 

3. Define perception as a process. Also elaborate the sub-processes of pe ption, 

4. What are the factors that influence perception? As an engineer which fe tor(s he 
you consider, can influence your perception? 


Explain the theories of perception. . + 
What is the relationship of perception with individual decision making? 


7. Explain scenario planning. How are scenario plans influenced by individy: 
perception? ! + 

8. Short Notes: 

(a) Incremental Model 

(b) Garbage Can Model 

(c) Social] Dynamics 

(d) Principle of Constancy 

(e) Attribution Theory 


H Or 
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INTRODUCTION 





Updating Knowledge 


Technological advancement, business environm chan mana 
philosophies have now made it imperative oe the ee re tigen 
update the knowledge and skills of the employees so that they do aie be = 
redundant for the obvious functional incompetence. The first and the aes 
need lor manpower training, therefore, is to renew and update knowledge and 
Skills of employees to sustain their effective performance and so also to develo 
them for future managerial positions. ’ 


anization. Apart from the need for internal staffing, trair ins 
enhances job-related skills and also facilitates acquiring of new 
skills required for averting skill obsolescence in an organiza ion. 
HRD is a macro concept and it consists of organized services 

of learning activities within a given time limit for achieving desired 
behavioral changes in the people. From the organizational pointe 
view, HRD is a process, and it helps employees to improve their 


Trainin is an important HRD activity which reinforces HRM { 
an org 


PIODS 
4 


functional capabilities for present and future roles. It also develo 
their general capabilities, harness their inner potentialities anc 
thereby facilitates for self and organizational development. 

Discussions on training, remain incomplete withot it linking 
the same to Performance Appraisal. This is because Pertormant 
Appraisal is one single important tool, which helps in decidin 


Avoiding Obsolescence 


Recent economic liberalization programmes of Government of India are necessitating 
eae Yrestructuring, which inter alia, calls for training the employees, 
about the training requirements for an organization and | Be - their functional level, for their redeployment in restructured 
reinforces training activities. There are a lot of misconceptoy | eresore, the second important need for training is to avert functional 
about training, education and development functlo is vis- 4 hi scence, 

HRD, which we have clarified in the introductory chapter, Witho® 
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also cannot be altogether { 
environment. This need for training, therefore, also BNore|, t equainted with the departmentay rules and S to new employees to help th 
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ition is to recruit workers and employ, 


In industrial employment, the conve! oy at name q 

through compulsory apprenticeship training, Such nai sree sng enab a emstrale their career prospectus, Hodeven | Style of Write Your Future in Steel 

an organization to impart industry-and trade-specific skills to Workers, This " ; A made available by all organizations. They t uch documented materials cannot 
TY to supplement it through a brief 


power training. tal pew" programme. 
-_ «(| so 
Stabilizing Work Force | ‘gupervisory Training Programme 


Throughout the world, the importance of training is now increasingly f It for 
stabilizing the workforce to withstand the technological change and for making 
the organization dynamic in this changed process. Management theorists ; i 
unanimously agree that it is the responsibility of the organization to | ain id of responsibilities, capacity to instruct, skj 


develop their manpower as a continuous process. 


therefore, is an important need for man 





CLASSIFICATION OF TRAINING PROGRAMMES — ee, 


Depending on the functional level and occupational categories of employees, an 
organization can classify training programmes as under: “a 6) 


Level Nos. 





1. Workers 
| (ii) 
 (ifi) 


_ 2, Supervisors Ss (i) 
me (ii) 
Same (iii) 

3. Staff Members (i) 
ae (1) 
ee (111) 


a eee (Vv) 
4, Managers and Executives | (i) 
hg x) zis ay 1 ae | (ii) 
if } Oe i? | 


nee 


eee (115) 





Introduction 
Job Training 
Craft Training 
Special Purpose Training 
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io Appendix 12.1 at the end of the chapter, 


Training for Top and Middle Management 


Top and middle management personnel are tra 
lo expose them to the managerial practices: 


Types of Train 
: Ined mainly on following eight areas 


Planning 


This covers the policy, general pro 
methods for effective action. 








gramme and plans of the organization and also 











Induction ; 
Foremanship/Shop floor Super 
Manpower Management | > 


Control 


Top ancl middle management personnel have to check current performance against 


Inirodurtion 4 oe standards (as mentioned in the plans) to ensure progress and 
a | record experie 

Professional Bite onecat xperience from the working of plans to serve as guide to possible 

Technical ‘s iii 


Human Relations Coordi nation 


The man: 
Induction . alk ‘Flea Padegi personnel have to balance the team efforts ensuring proper 
Executive Training On of activities among different members of the group. 
Training in Executive Devel r 


; 
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Motivation | 
This covers employees’ moral 
has to be included in the man 
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given by proper leadership. 


The art of self-motivay 
ager and executives. Oh 


Inspiration 

It is the act or powcr of 
ultimately leads to the cre 
to special and unusual activity. 


ce on the intellect or emotions, wy 
d work. Inspiration arouses our this 
alivity. nq 


exerting influence 
ative thinking an 
stimulating our cre ‘if 


(a) 





Communication 
f transferring infonnation through interactions with 0 
It is the process of trans ir thoughts, opinions, sh or 
more persons. Communication interchanges Ot ' Janguage , ating 
information by speech, in writing or through body lanbuss’ 


| (b) 
Decision 

It is the choice of selecting the best course of 
helps to come to a conclusive point to solve a pro 
of actions. 


action between alternatives, — 
blem, selecting the best ep). " 


Urseg (c) 


Integration ) 
It helps in establishing link between previously separate systems, SETVi cre 
applications or processes. In manufacturing, integration is a process to com} 


separately produced components or sub-systems, addressing problems throug 
interactions. ; | ’ 


STEPS FOR DESIGNING THE TRAINING PROGRAMME 


In designing the training programme, certain structured steps are followed by the: 
organizations. The reasons behind following such steps are: proper {dentificatio, 
of the training requirements and optimizing of the training costs. Based on th, 
organizational practices, the steps for training programmes are discussed a 
follows: ; 


(dl) 


(c) 


fo mak 
(a) 
(b) 
(c) 
_ (d) 
(e) 























Identification of Training Needs 


Traditionally, identification of training needs is left with the human resourg 
development (HRD) department. HRD department, to keep pace with orga ona 
requirements identify a series of training modules for different categories 0 
employees and publish such training calendars to circulate among differen 
departments to depute their employees for such training courses, Dependingo 
the facilities available, some of these training courses are also offered utilizi 
in-house training faculty, while for others (where expertise is not available) sit 
training may either be offered by retaining professional trainers or by deputit 
employees to attend some outside training courses, a 
However, to ensure better utilization of employees’ acquired knowledge and: 3% 
identification of training needs are now being left with the respective departmenl 
heads, who because of their proximity with the employees concerned can belt 
suggest the training and developmental needs. Hence, right at the beginnll 
of the year, the HRD department circulates the format for suggesting tram 
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Designing the Progr 


amme: 
programme. “ 


The final Step is to design the training 


SEQUENCE OFA TRAINING PROGRAMME 


re) 
e if effective. rder of sequence of action, as under, 


Designing the programme matchin 
Matching the programme to the 0 
Developing the training group 


Identifying the themes of training and itveiotinent 
Achieving consistency in training 


g§ with the learning process 
rganizational expectations 


NEED FOR A TRAINING POLICY 


cy in training and development function, the HRM department 
ation develops a suitable training policy, defining the scope, 


Philosophy and techniques. Such a training policy, inter alia, serves 
owing purposes— 


1 organiz 


lt defines what the organization intends to accomplish through 
training, 


ll indicates the type of persons to be responsible for training functions. 
identifies the formal and informal nature of training. 
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TRAINING METHODS 
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Job Instruction Training 

This is training through step-by-step learning. Usually, steps cata for g Joh 
are identified in order of sequence, and an employee is exposed to the differen 
steps of a job by an experienced trainer. 

ers prepared by trainees on a given Subject "Talning and ts usually based on 


en are usually followed by critical discussions 


wh . It may, 
gscussion on some statement or on a paper presented however, be a follow-up 


Case Study 


case study helps students to learn on thei 
of data or some descriptive materials are 
identify and analyse the problems and 


game. 


Vestibule Training 


This method duplicates on-the-job situation away from actual worksite wi 
machinery and equipment similar to those used in the actual production oF 
operation and is used to help employees to acquire a ncw skill. Usually, training 


is given away from the production centre. 
g y ep t own by independent thinking. A set 


given to the participants asking the 

— o 4 ~ : 
Training Centre Training also to recommend solutions ae the 
Such site trainings are given in the form of lectures, conferences, CASE studies, 
role playing and discussions. Role Playing 
This training method particularly helps in learning human 

| relations skills through 

practice and imbibing and also through insight into one’s own behaviour. faeces 
of such programme are informed of a situation and asked to play their roles in 
such (imaginary) situation before the rest of the class. This, therefore, helps in 
enriching interaction skills of the employees. 


Simulation 
Simulation again duplicates the actual condition encountered on a job. Th 
vestibule training method and the business game method are the examples of 
business simulation. 


Proprrammed Instruction 


Apprenticeship 


This method is prearranged desired course of proceeding to the learning or 
aquisition of specific skills or knowledge. Information in such programmes are 


fnvenicntly broken into different units, to allow the trainees to learn at their 
fOnVenicnt pace, 


Such training is given for a longer duration to help the employees acquire skills 
in specific trade(s). A major part of this training is given on the Job, 


Off-the-job Methods 


These methods consist of the following: 
(a) Lectures 
(b) Conferences 


VGroup Training 


Pgroup is sensitivity training. It takes place under laboratory conditions and 
SMhostly instructed and informal kind of training. Trainer in such a training 
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PERFORMANCE APPRAISAL 


Performance means the degree or extent with which an employee applies 
skill, knowledge and efforts to a job. assigned to him and also the res 
that application. Performance appraisal means analysis, review or evalua 
performance or behaviour analysis of an. employee. It may either be forma} Or 
informal, oral or documented, open or confidential. However, in organizations, w 
find formal appraisal system in the documented form. It ts, therefore, a fy 
process to evaluate the performance of the employees In terms of Achieving 
organizational objectives. 

Like any other function, performance appraisal is also an Importan, 
management activity. 
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Various Purposes and attain 
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evelopmental. Innovative and 
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(b) 


ic) & ways to deal with a new job and 
ays for existing jobs. 


(d] 


pilierent methods of performance appraisal ar 
jpachieve the above objectives. Since some m 
emplicated and calls for adequate knowledge in quantitative techniques, many 


onsanizations follow traditional methods of appraisal whil 
metiods as the basis for evaluating job performance of ee eaiee. — 


¢ followed in different organizations 


Importance 
ethods of performance appraisal are 


For all important decisions concerning people. like transfer and promotion 
remuneration, reward, training and development, so also for the long-term 
manpower planning and organization development, performance appralsa) {s 
necessary. A well-documented performance appraisal system helps in understand 
the attributes and behaviours of employees. It is also necessary for motivation, 
communication, strengthening superior-subordinate relaUionship, target fixing 
(key performance areas/key result areas), work planning and also for Improving 
the overal] performance of the organization. 


Traditional Methods 


Traditional methods of performance appraisal may be cat 
the following heads: y De categorized broadly under 


Staht Ranking Method 
Functions 

The primary functions and objectives of performance appraisal are: 

(a) To identify and define the specific job criteria. Many organizations at the 

beginning of the year set Key Performance Areas (KPAs) or Key Result 

Areas (KRAs) for employees based on mutual discussions 

(b) To measure and compare the performance in terms of the defined job 

criteria, KRAs and KPAs are also designed so that it can help in measuring 

job performance in quantitative or qualitative terms 

(c) To develop and justify the reward system, relating rewards to the 

employees’ performance 


This is the oldest and simplest method of performance appraisal by which employees 
are tested in order of merit, giving some numerical rank and are placed ina simple 
fouping. Such grouping separates employees under each level of efficiency, 
Which may vary from the most efficient to the least efficient. Since, it is a blunt 
Qantiication of performance, it does not account for behavioural parameters and 
Only considers an individual employee's level of efficiency in relation to others. 
Por such obvious defictency, this system does not provide any scientific basis for 
Mrformance appraisal of employees, 
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on trait reliability is presented below: 


For Trait Reliability of Person Rated 


Muay 









Man-to-Man Comparison 


Under this method, certain factors are selected for analysis like, leadersh; 
iniliative, interpersonal relationship, etc., and a scale ts designed by a rater for 
each such factor. After rating such factors individually, the aggregate Performan 
of an individual employee is decided, and such aggregative performance is 
given a scale. Likewise, an individual employee is considered with others. 
method is somewhat like factor comparison method and {s widely used {np Job 


Also 


evaluation. Since developing uniform rating scale is a complicated task, this factor 


is not much in use for performance appraisal of employees. 


Grading Method 


Under this method, certain features worth understanding the performance of 


an employee are identified. Such features may be leadership, communication 
power, analytic ability, job knowledge, etc. The raters mark/rate such features 


according to a scale and match the employees’ performance in comparison to 
his/her own developed grade definition. To take an example A, B, C, D, E types” 


of grade definitions for each feature may be developed by a rater to indicate the 


ratings—A= very significant, B= Significant, C = Moderate, D= Average, E= Poor. 


Such types of grading are of much use for selection of an employee or grading 
them in written examinations. 


Graphic or Linear Rating Scale 


Such a rating scale is normally a continuous scale which enables a rater to mark 


somewhere along a continuum. Usually, a printed form is given to a rater along 
with the factors to be rated, giving a continuous scale against each such factors. 
This method, therefore, enables quantification of performance scores and also 
helps to analyse its significance using statistical techniques. Since making a rating 
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applied in organizations without much 


s A vA ys 
KP ution scale, To take an 
\s 


hassles 
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_, mere process of reporting em 
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ployees’ Performance, compiling yes/no 


Personnel vis-a-vis HRD departm 
objective method © not fee 


of appraisal, it is not free 
fron plas. 


fue Kas sh fethod 


is open-ended qualitative appraisal of employees’ performance. giving an 
apportunlly to the rater to put down his impression in subjective form on the 


ynpurtant Job factors. Since it is descriptive and essay type, itis likely to be biased. 
ani judgmental errors may crop in, » \ 


Cnival Incident Method 


This method measures employees’ performance in terms of certain ‘events’ or 
eritical Incidents’ instrumental for success or failure on the job, Such critical 
incilenits are identified by the rater after in-depth study of the employees’ working. 
As iegative incidents get more focus and since recording of incidents demands 
hr tic utmost care, this method is not free from defects. 


Group Appratsal Method 


tts an evaluation of an employee by multiple judges. The immediate supervisor 
of tlie employee and a few other top-level personnel discuss the performance 
Suidards and then evaluate the performance of the employee. The greatest 
adVwniave of this method is that it ts relatively free from bias, even though it ts 
tne Consuming, 
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Modern Methods 


The traditional methods of performance appraisal. discussed above, Suffer from 


major limitations for their obvious emphasis on assessing sari Performan 
or task, considering it as an isolated factor. To ee ier and p 
approach, the newer techniques of performance a Sar pai CEN develo 
and are widely practised by the organizations, parlcularly age manageria] 
Supervisory employees. Some of the modern techniques are discussed below, 


Appraisal by Results for Management by Objectives 


Management by objective (MBO) is a comprehensive management approach Whi 
is adopted for performance appraisals and so also for organizational developmen; 
When MBO is used for performance appraisal only, its primary focus {, on 
developing objective criteria for evaluating the performance of the individuals 
Identification of common goals is jointly done by the superior and Subordinat. 
managers of an organization. After such identification, each individual's Major 
areas of responsibilities are defined. Such defined responsibility becomes the basis 
for evaluating the performance of an individual employee. 

Most of the organizations put emphasis on developing KRA’s through Mp9 
exercise, since this approach necessitates joint meeting of the supervisor and the 
employee to define, establish and set goals or objectives, which the individu 
employees would achieve, within a prescribed time limit (mostly it is the forma 
early targets). Such an exercise also establishes ways and methods to measure 
performance. Goals are mostly work related and career oriented and are 
integrated with overall organizational objectives. Periodic evaluations of employees 
performances are done in terms of goals, and if required, goals may be revised 
MBO also calls for superior-subordinate interaction and supportive role of the 
supervisor, which, as well, includes counselling or coaching. 


However, an MBO system lays more stress on tangible goals and hence, 
intangible goals like morale, good interpersonal relations, commitment to tht 


job, etc., are often ignored. Moreover, MBO exercise is both time consuming and 


money consuming. 


\" ae is Lo lest candidates In 





SS 


if Fainin 
2, I Mevelopmrenp and Performance Appratsal 219 


a Soc] 
be 





) Centre Method 
yal © 


\ , b 
a iy _artely of criteria (which ma 


ness game, ro] per 
ye ige, Tee aide tack are cine Incident nba rh interviews, in-basket 
i wee OF : nies aw eade 
33008 “iat miadethert, ras m Xperienced *rless discussion). The 
ven h Individually and thes xecutives. working at 
dated bol ‘dlls memaaiecn Collectivey . Oe a cs of employees are 
\Is ‘ 5 ‘ « A 
ge psontal s ae ng and Planning apy Cthod is useful in measuring | 
pi" motivation, making Power, et, 7° “Teativity, resistance to stress. | 
gol® 


al Situ 
a 
tlon by a number of assessors. 


_ jyset Accounting Method 


ig 1116 


the ore 


In the 
Value of manpower of an organization. 


. 
ll value and can be appraised | 


Ct 
~ 

q Le ariables Te aad he aiien as key arr eana ce eo — | 
naples are po , c , €cisions of an Organization its lead ahs adies Key 
rll and behav ne Oo ey employee, ete. Intervening vartables = cee tae 
gutudes- motiva need aL Pr relations, communication ae oe 

ane Measuring Suc variables over Several years P an a 
ma . js difficult for the obvious Problem : 


ete ind 
p a a very popular method of perfo ee ine the ae ee 


oft ately useu for evaluating the co] 
athet than the individual appraisal} of 
ational development, as it helps | 
ganvzationa PS In identifying the ch 
’ entifically than any other method. This method has ve disc 


chapter. 
phar nurally Anchored Rating Scales (BARS) 


put on the scales in BARS. While developing such BARS. group discussions are 
enducted to identify significant job dimensions that need to be evaluated. BARS 
may be of diflerent types for different job dimensions. Normally, BARS are presented 
vertically with scale points ranging from five to nine. Due to its behavioural 
orientation, itis considered as the most useful techniques of performance appraisal. 
Moreover, this system provides opportunity to both appraisee and appraiser 
lo interact and participate in developing standards for each performance area. 
However, despite all these advantages, organizations try to avoid this method of 
appraisal because of its time-consuming and painstaking process. 


$60 Desiree Appraisals 


This appraisal method is now largely in use throughout the world. It requires 
Perforiiance feedback from all important stakeholders of the organization like 
the appraisee himself, his superiors, peers, other team members, customers and 
Suppliers, Apart from its effectiveness in reporting performance, this method also 
Msures total em ployee involvement (TEI) and employee empowerment. This method 
also reduces subjective evaluation system in an organization. 
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in the corporate world. 
Steps to Performance Appraisal 


Irrespective of the methods applied 
more or Jess a set pattem. which are 


(a) 


It is a process of advising an employee, listening to his problems and enab 
him to find a satisfactory solution on his own. Performance counselling Is 3 
process to help subordinates to analyse their performance objectively, It h 
in identifying training and development needs and also ensures improvement) 
future performance of an employee. 
Primarily, performance counselling attempts to help an employee in the 
following ways. 


(a) 


(b) 


(c) 





















ched with the future role and Tespong a) “t the outset. 


Climate should be such that tt eq 

(0 in the review process and also | 
is important as counselling is n 
but a two-way traffic. 


the focus of performance ¢o 


Employee development should not be 
of performance appraisal, {,¢ Considered isolated from other issues 


7 
motivation, etc. cmuneration and rewards. promotion, 


for performance appraisal, its ste 
listed as below: Ps foley 


tandards. This is done Mostly why 


(c) 


Establishment of performance S 
developing job descripuon 
Communication of standards to the employees 


Measurement of performance 
Comparison of performance with the job standards 


Discussing the appraisal results with the employees below: 
Initiating the corrective action, where necessary Be ort Building 


The first phase of performance counselling is rapport building, te., establishing 
a climate of acceptance, support, openness, etc. Subordinates should a sored 
in this phase that their superiors are keenly interested in their development 
a successful rapport-building phase, therefore. generates confidence in the 
employees. which facilitates free sharing of perceptions, problems, conscience, 
feeling, ctc. 


pifferent Phases of Performance Counselling 


are different phases of performance counselling process. They are mentioned 


PERFORMANCE COUNSELLING 


Exploration 


\ 
Inthis phase, apart from visiting the employees and creating a climate of openness, 
the counsellors help the employees to understand their Strengths, weaknesses, 
opportunities and threats. The success of this phase lies in making the employees 


discover all these on their own and at the same time initiate remedial measures 
independently. 


It helps an employee to understand his own strengths and weakness. 
More effective counselling sessions even enable employees to make ther 
independent SWOT analysis, i.e., analysis of strengths, weaknesses, 
opportunities and threats. This means that opportunities and threats is 
achieving the performance can also be made clear to such employees fr 
their independent performance. 
Since good performance counsellor believes in giving feedback informatie 
about the employees’ behaviour, so also their performance, performant 
counselling helps in improving professional and interpersonal competent 
of employees. 


It helps in setting goals, formulating action plan for further improvemeis 
of employees. 


Action Plannin 4 


Specific plans and actions for the development of employees are identified at this 

of performance counselling. The counsellor helps the employees to implement 
such action plans for effective results. For making such action plans acceptable, 
some counsellors prefer to develop the action plans exposing employees to a 
Series of brainstorming sessions. This process enables the employees to develop 
the action plans independently. 
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Performance Counselling Process 
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person being counselled. T! 
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therefore. depends on efficiency in 


: hou 
open-ended and empathetic and s Einates aise ot 
ie to seck constructive suggestions from the subordinates. The questions sh hl 


not be critical or should not appear as if the intention of the counsellor jg lo le 


or evaluate the subordinate person. 
Secondly, performance counselling process pou cage SomMMUNIcaty 
of feedback to the subordinates in such a manner so as to evoke CONStryct, 
response from them. Since. giving negative feedback fs ae eran feedbay 
should always be descriptive and non-evaluative. It should be focused 9 
behavioural attributes, rather than on the subordinate himself. Feedback Should : 
made more data based and suggestive. It should be continuous and Verifiable 


Counselling Interview 


Before beginning the counselling session, the counsellor needs to study Subordinate: 
job responsibilities, his education, training and experience, Job performance ' 
his past jobs. He should make adequate planning of the discussion, and determin, 
the developmental needs for discussion with the employee. 

The interview should be sincere, informal and friendly. The counsellor shoulg 
explain the purpose of the discussion to the interviewee and also emphasize the 
fact that the interview is essentially a two-way communication. The Subordinates 
should be encouraged to discuss their own appraisals about themselves, The 
counsellor should focus on the strong points and encourage the Subordinates 
to suggest their own developments. It is essential for the counsellor to reach an 
agreement on developmental plans and also to summarize the points discussed 
in the session at the end of the interview. He should make record of plans tha 
are mutually agreed to in the interview. 


Training and performance appraisal reinforce human resource 
management in an organization. In this era of technological change and 
global competitiveness, organizations are constantly required to renew 
and update the skills of their people, or else they are likely to encounter 
the problem of manpower obsolescence, which among others, would 
call for frequent downsizing or rightsizing. While performance appraisal 
updates organizations to take a stock of their skill inventories, training 
helps to address the skill-gap. In a separate chapter, the need for skill and 
competency mapping to appreciate the contemporary trends in the corporate 
world have been discussed. 
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Identify the need for manpower training in an organization, What are the tmportant 
purposes served by tralning? 


List oul training programmes for different levels of employees and elaborate at least 
two such types of training programmes for workers, 


What are the steps involved In designing a training programme? What sequence of 
actions usually a training programme follows? 

Do you think there fs any need for a training policy in an organization? Briefly 
vuline some of the areas which need to be focused in such a policy. 

Develop at least three sample training modules for supervisors, duly pointing out 
heir objectives, course contents, eligibility of participants, duration, ete. 

What are the different training methods available for an organization? Which 
we the methods you recommend for white-collared and blue-collared employees 
respectively? 

Do you think recent economic lberalization programme of the Government of 
Hidia has made training function more important for an organization? Elaborate 
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? ree Management 
Strategic Human Resou 
Training Programmic on S ' vr ° findicaley 
; rogramimne: your ¢ 
What was your expectation in joining the pros hOigg : 


in order of preference, if any). 
(a) To get some insights to the new concep 





(b) To understand the relevance of the content in present day busin 


situation 
(ce) To apply the learmed skill in my present organization 


(ad) To have a break and no utilize ime for a meaningful cause 


(ec) All the above 
()} None of the above 


Do you think, vour expectations have been fulfilled, (please lick 


answer) 





Topic 1 


(a) Verv significantly 
(>) Significantly 

(c) Partially 

(d) Not at all 


In columns ‘b’ and ‘c’ below, select a number that represents your 0 


using the five-point scale (from low to high); also indicate your 
and ‘e’ 


12345 12345 fr] GI CO 

Topic 2 12345 12345 [] Co © 

Topic 3 12345 12345 [|] CF) CO 

Case Study 12345 12345 Fr] £€) 

HRGames 12345 12345 [r]) £E) 
4. 


5 
6. 
7 


Name: 


Indicate three changes you would like to make (o the course, 


. Which aspects of the process helped you to learn? 


Which aspects of the process were not liked by you? 
How do you rate the over-all course? 

(a) Excellent 

(b) Good 

(c) Moderate 

(d) Average 

(e) Poor 


Any general suggestions? 


Signature with date 


your 


Pinion 
view on ‘W 
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LEAANING ONsectives 
/Ifter reading this chapter, 


* comprehend definiti 
: definition and Concepts of communication 


© know the various yPes and nature of co icati 

* understand effective communica mmunication 
* appreciate the psyc On techniques 
communication 
get familiar with gtou 
e unde 


a studenp would be able tp- 


holog; . 
ological and behavioural influences on 


P communication 
tstand the barriers to communication 
comprehend transactional Analysis 


know basics of Negotiation 


INTRODUCTION 

TT" word communication has many ramifications. It is basically 
a process of interaction with people and environment. Through 
such interaction two or more individuals influence the ideas, beliefs 
and attitudes of each other. Such interaction takes place through 
the exchange of information through words, gestures, signs 
and symbols and expressions. In Organizations, communication 
is a continuous process of giving and receiving information that 
builds social relationships. The word communteation is derived from 
the word ‘communis’, which means common because commonness 
of understanding ts an essential component of all kinds of 
communications, more particularly in organizational communication, 
Without the common understanding, communication in 
organizations creates more misunderstandings, and people may 
become direction less. Today in organizations, we talk about shared 
vision. To develop a shared vision, we need an ellective mechanism 
for communication, Even for day-to-day operational tssues, 
communication plays a great role in clarifying doubts and in 
making the efforts of the people result oriented. What ls important 
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Communication in Organizations 


UNICATION 


nto two broad categories. These are: 


—_ieatlon can be broadly divideg , 
co verbal Communication 


exts, we have cnough ref ¢ 
qn, nature and the other an|{ nts yy 
‘ation with nature and an, ws, Ih 


ca m 
5, Therefore, Communica; i Wry 















‘ 1h 
sear aS. non-verbal commyyy Sa f non-verbal Communication 
lize ey animals. In today's organ, a | 2. ps communication: |t {5 the use of 
nunication is more importan aan | aie two or more individuals, [t can be either ona and languages to interact 
‘ons and the outs ‘ Vi : wee ‘ ding and writin are al Oral or written. Hence speakin 
however. Jangu nication between the ore palization, English oe beta { ten ‘ommunication a ome ae ae communication sine 
mullite "ith ma . ' ; ype €e 
langues ie tive and global. ven accepted evel by the countries like .o° 4 inls ensive use of verbal communication, ack, In organizations, we make 
much mo fc ommunication has where previously their own respective ~My er _yerbal Communication: It can occur 
a medium 0? ce erman) to foster economic relations wi lhe ation sensitizes our senses without use of words. This type of 
Japan. nae redominant. NS iy ts ted communicating jp ; x ' 7 we interpret a particular ere bagi evokes responses, depending 
tongues were Poe they have gradual anizations becomes ch , way” exile or reflexile bod *** 1S often referred to as body language 
countries of the worl se communication in org 7. Mon | 7 any nr ; Gestures, facial ¥ Movement of the communicator which ae 
Therefore, with languas*: i ye mea De | ©Xpressions, glance, stare, smil raising of fin 
DEFINITION AND CONCEPTS : ae" verbal communication is very important for Hiei. 
s difficult to develop for its Obyj ki sed on organizational practices, Communication can further be divided into 


ication i 
n of commun extent possible, we will Testrict a 


An all-inclusive definitio 


Hence to the 
all-encompassing effects. ‘ational context. Denis Mcquail g n 
5 a organiza ae e ago 
a eS ton viel increases commonality.’ Carl Hovlang : ‘ internal aii serge il a oe eee either formal or informal in nature 
anal commu Place between two organizations, i.e., between 


communication as ‘a proce which an individual COMmMunics, 


the other hand, defines it as @ PT ‘ndividuals.’ Warner Weav x 
er indlvl uals. CT, £0in e orf . ; 
f oth § One ommunication, whereas, informal communication takes place within the 


transmits to modify the behaviour ®t ocedure by which one mind. | ficial 
; ication as ‘the pr Mind cay | offic? nee 
5 peace Soa prens ae t College Dictionary, communication jg the | formal organization, between the members. Downward communication is between 


e superiors and subordinates and upward communication is between the 

- gubordinates and the superiors. In the first case, the superiors communicate with 
ihe subordinates, while in the second case, subordinates communicate with the 
superiors. Horizontal communication takes place between two equals, i.e., between 
“the persons working at the same level in organization. Diagonal communication 
"takes place cutting across the hierarchical barriers. However, this is formal in 
| nature. TO take an example, direct communication from a field sales person to 
the vice president (HR) is diagonal in nature. Notice they are functionally apart 
and also hierarchically different. Grapevine communication is defined as more 
unofficial nature of communication, i.e., not from the official channels. It may be 
good or bad. Often managers deliberately make use of such communication mode, 
tounderstand the pulse of the workers on some possible change implementation 
programmes. However, it can also be damaging, when it becomes unhealthy 
umours, as it creates tension among people. Apart from these various types 
of communication, we have the system of network communication for globally 


dispersed organizations. 


EFFECTIVE COMMUNICATION 


Effective communication is the basic need of an organization. Since effective 
Communication devetops commonness ef understanding about organizational 
sues, managers need to understand the communication dynamics. Some of the 


portant features of effective communication are: 


t ther.’ According to a 
ia or interchange of thoughts, opinions OF information by, speech, wr 


or signs.’ From organization's point of view, therefore, communication has the 
j commonness. 
features of interaction, interchange. sharing and 


ELEMENTS OF COMMUNICATION 


From the above definition, we can identify following elements of communication, 
e Communication is a two-way Process. It involves a sender and receiver 


The sender or receiver can be an individual or a group. 
All communication carries a message. Message can be an information,a 
directive, an enquiry, a feeling, an opinion an idea or any other. 
Communication can occur only when there is commonness of understanding 
between the sender and the receiver. The commonness includes factors 
like common culture, common language and common environment. Words, 
phrases, idioms, proverbs, gestures and expressions are deeply influenced 
by culture and possess high communicative potential for people from 
similar background. 

¢ Communication must be able to evoke response from th 

in the form of some behavioural changes. 
© Communication method can be given words or non-verbal like, signs 


gestures, expressions, etc. ton, 
¢ All these five elements can also be called as the process of communica 
i.e., Sender - Message - Method - Receiver - Response of Receiver. 


e receiver, evident 
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he t Als job and communicative 
M to build a proper chain of 


ons, MANALCTS need to he 
» the lack of the latter yy Skilled both a 
|mprove relationship Ot help ¢ 


ference - 
Common Frame of Re common level of underst Mi and With fej, 
iver should interact al a ole indie 6 a dip Pol ppsonal communication ang employees Ww 
The sender and the rece with their down-the-line a eins actu a ely i" nerd owever interpersonal comm) enational com aoe ee 
If managers spunea’ able to achieve the resulls. \ ei ine shit Under ‘a ure | communicate well jn the UNnicatlon Skill js age coal are different 
AESS. they vl oF ae our family. wee ae of referer ren {h th pe able C assessing Individuals Swanization adoptin ee oe 
this basic requ cymbols. Without common Pete the tae It fs ui P fete tion we not only transfer ie alse by bulldis mtn, common frame 
= aay ui TIC’, : 4 ' ‘ 
perceived languabt® praise level of understanding. tale committe Jo Nene Hl ee. organizational commun nformation seis ain eetopehipe In all 
unlikely to develop pe a manner sO that receivers ¢ ‘ Avie ie a Cation cal P I6 | “” rocess productive to 5 tion {fs considered ct Wide behavioural 
Ss 7 -Ulde : - 
va ai ae we have also learned iene ecned way. To unde deyy yn ai n provides social Inputs into.a«, vere Specific seal ene 
understand It. **'" ir (workers } I nl octal ( _ : 
-4q workers in their (" q gil to modify the behayj : Organiza 
who prefer to tal 0 woree, managers first need to understand the people ol on ager? ury in verbal and non- OUr to effect change. High inte rani a een 
common frame of reference. ttern interpersonal skills and knowledge base Nd Fp psisten® Be ie tenes verbal Messages iner tegrity of the sender 
them and their behavioural pattcr™ me eu _aunicalion ss a vi In Organization, int se the chance of acceptance 
gor it hierarc Cal levels, groups, de ments ‘aa , Managers communicate 
, €xternally, to customers 












Mutual Congruence 

Communication contents in organ! 
it should be on common interest 0 
organizational problems are now reso 


zation should be of mutual congry ence, | 
f both the senders and the receivers a 
ved adopting the goal congruence modal 


Often, the erring workers do nol listen to the get “ ha Ha Manager 
communicate, keeping in view their elas ee to understand fi © Collectiyg 
bargaining issues, unions generally show reluctance 7. ae Nancia] Tat 
to comprehend company’s financial health; rather, they ore interesteg in 


receiving the information in simple factual terms. 


Compatibility in Communication Language 
workers in a training session, who are not 


comfortable with the language. serves no purpose. To make the training mes 
clear, rather we have to communicate with workers in their own understandable 
language. Dr Ishikawa of Japan carried the message of quality, adopting statistica 


cess control tools of Deming and Juran of USA. developing fish-bone diagram, 
y to the workers’ level, in their 


Delivering a lecture in English to 


pro 
Cascading the message of quality successfull 
perceived style, helped Japan to excel in quality. 
Compatible Environment | 
Compatibility in environment, i.e., communicating with people of similar 
background, ensures effectiveness of our organizational communication. A 
common environmental premise for communication develops in organization when 
both the sender and the receiver of communication are culturally, economically, 


professionally, demographically and interest-wise alike. For incompatibility in the 


environment of organizational communication, mangers always try to synchronize 
the premise with goal congruence model. Making the workers understand the 


threat of globalization and competition would be more effective, when we try i 


draw them to common interest areas, i.¢., we al] are at a stake, unless we together 
try to achieve the best. : a 
ORGANIZATIONAL COMMUNICATION 


Communication is a means by which people are linked together in an organiza’ 
to achieve a common purpose. No group activity is possible without communicatlo 


ql 
a of col 
geen? he style of deli 
"nen frame the sty elivery, 
nus OF ganizational communication js basica] 
psitive WAY so as to achieve organizational 
nization as under: 
To establish the objectives 
To establish a link between plans and action 
To organize human resource so that the goals can be achieved 
To create a climate conducive to lead, direct and motivate people 
To enforce effective control Pp 


The organizational model has been explained in the following figure: 


Customers 
Government 


General Public 
Shareholders 
Suppliers 


ly intended to influence action 
Goals. We can list such purposes 


pa 
gf 754 


Top-level 


\anagement 





Middle-level 
‘em Communication 


Management 





lower-level 
Management 


Hgure 13.1; Organizational Model 
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of Organi s types of communication, Alt Oust 
arious & a] conmmunication t Bh | . 
izational con ypes ( 


| 
rs to adopt the right approach, sre Beg 


Types 
of v 

rfanization, we make use | 
aitscui to draw a fine line between organ 


‘i ble manage ae ak 
ing at least will ena is different from a com; 
understanding ach i 


Winton” dh 
appro ni 
example, a business ene cpending on (he organizational req; “Alloy 


ing. Ment 
which is intended for pease fet of communication. Such types ate: Chis 
anagers make usc 0 : ! } 







; cations 

iness Communica . lo in the b 
sis all communication, which managers Se atnidevstannti Ney 
2 ae siness communication requires both saaliaes English . of busing 
aes 2 ¢ communication. Use of common This see and the Sy, 
of ane ‘correspondence are importa’ ee focus on; Lion, 

i ication also requ YCNolog:. » 

while doing business communica ws eti Rl 
scion special effects design. management, marketing and Informatey 
technology aspects. 


Managerial Communications 


Managerial communication emphasizes the alate seein’ OTBantzati 
objectives by adopting suitable communication stra cope . € an examp} 
in disciplining an erring worker. who is otherwise a -. : r the May Tequin 
the organization to develop a warning letter, without hurting the Sentiments 
arguing logically, to sensitize the conscience of the worker. Similarly, a letter : 
payment-defaulting customer, who otherwise hada good track record of Meeting 
payment commitments, requires us to be more strategic in communication, 

Organizational communications are made with an established communi 
networks and the communication flow within an organization, nurtur 
organizational climate. Suitable strategy for organizational communication e 
transparency and makes people adaptable to a particular communication ¢ 
It also streamlines communication systems within the organization. 


Ng an 
Nsures 
ulture, 


Human Relations and Team Building 


These types of communications in organizations are intended to harmo 2 
interpersonal relations. Interpersonal communications do not limit only with the 
co-workers; it even extends to customer relations. Hence, effectiveness of this 


dynamics of people like, differences in perception, differences in the nature d 


motivation, common behavioural strategies, establishing rapport, developing 


mutual respect and reaching consensus. 


Sales Communication 


] 


Sales communications are designed to achieve sales objectives and encompass 
advertising, telephone etiquette, face-to-face communication. Without effec t 
sales communication, organizations cannot improve its top-line. Hence, developing 
a sales communication that elicits positive response from the target customers ® 
an art. Marketing managers get special training on sales communication to make 


their efforts more result oriented. 
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of communication requires us in understanding the fundamentals of behaviour, 
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Communication in Organizations 


yriting 
of communication focus 


yf 
fil €S On writ 
Ao ny’s sie Cpe aa desi 'eN Teports, more analytic in nature. 
poner nee ne fee re ove’ Operating Procedures, policy 
ya Ace {his report Clarifles queries, a ie developed in report-writing 


ed by the users, it has 


yuett 


wie G 


nr ommunication mode to spread their 


gor ae communication systems Or ei Communication 

ci changed with the €ctronic com 
ically pi ce alee reach, evancement of technology. Et, shag ae 
gf ates ) song ' Ng across the nat . usiness now 
pe ing spate 0 puterization, Organization ational boundary. With the 


S worldwide 


cust now make use of 


is 


ation al Communication 
er! 


aniza with the . 
eat of people while entering into verbal Parisien 9 aaa 
he’ pir international clients. 


- or else, poor communication will cos 


ails t organization heavily, rendering th 
efficient to respond to the needs and expectations of pas ela = 
PSYCHOLOGICAL AND BEHAVIOURAL INFLUENCE ON 
COMMUNICATION 


The basic intent of communication is to develop a common unders 
communication, we try to develop relationships based on shared mental maps. 
shared mental maps follow a structure, and understanding it enriches managers’ 
subjective experience, which they relate with the external reality to trade-off the 
perceptual incongruence between the sender and the receiver of communications. 
Perception is the use of senses to constnuct mental Maps, congruent with our beliefs 
and the environment. Cross-cultural differences of the people make perceptions 
less than perfect in three different ways, i.e., deletion, distortion and generalization. 
Deletion occurs due to the limitation of our physical senses. Development of our 
senses evolves in a natural process through our experience of responding to the 
fvironment. This, in a gradual process, develops our beliefs and values, which 
ve use In our communication. To take an example, Douglas McGregor's Theory 
Xand Theory Y, categorizing people as bad or good is the reflection of beliefs and 
Values, which might have deveioped through the process of deletion. 

Like deletion, distortion in communication also takes place due to our inability 
loobserve the external environment correctly. Distortion also alters our perception, 
4 With ils influence, we perceive in a way that supports our existing beliefs and 
Values, Attributing a strange flying object as unidentified flying object (UFO) fr ees 

Other planets or attributing the business failure to the luck of CEO is a goo 


ample of distortion. 
l 


tanding. Through 
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In communication, 
generalizations. Anything m 
is an example of our gene 
environment develops throu 
leader, we generalize the envi 
in the past. Some generalizations inc 
may be bad. 

Therefore, changing commun 
be difficult because of the dynam 
communication strategy in an organ 
so that it evokes the desired response. 


GROUP COMMUN ICATIONS 

(interpersonal communication) 
siness complexity, organizations form roups 
People in a group solve pens jointly: hen 
to coordinate their activities we need to commuriicate- . ies of Informatio, 
and communication takes place both between - aries iitene ee Natu 
and type of group communication depends large : paiected ace PUrpo 
the group. Communication between and within se! = ie is differen, 
from the communication with a focus group. Whatever we have listed above 
indicate the effectiveness of interpersonal communication also applies fo; groy 
communication. However, non-verbal communication and listening skills are More 


important for groups. 

Communication in small group is task oriented. Unlike most interpersona 
communication, communication in a small group is primarily task orienteg a 
small groups are formed to achieve a specific task. In small group communicatig, 
to make group members to fee] comfortable, adopting a blend and Motivationa) 
approach is very important. This helps in reaching group consensus quickly, Bleng 
approach resolves differences of opinion, whereas, motivation makes members tp 
follow through. Hence, group communication requires special skills of managers 


ur beliefs based on our Perception, 
we use 0 Any 


by TATA is good and by others are Westio, 
de by -waeed perception. Our Beneralizay, Me 
h the process of our at Like a sit, aly “ 
gh t to decide our style, which Yicldeq ah Nay 
ron enommunication may be good, wherege Ml 
a) 


a 
ralizalio 


8, 


ategies by an OTganizatio, 
behaviour. Thus, a May 


Ne 
atch with the mental 


ication str 
ics of human | 
ization should m x 

ADs, 


In organizations, we communicate individually 


also in a group. To manage the bu 
pool the knowledge and resources. 


like understanding of group characteristics, group dynamics, specific influence 


of group members and the role of leadership. Although, we have no specife 


guidelines for size, type and purpose of small groups, it varies from organizations 
to organizations. Size of a smal] group may be anything between two to twenty 
members, where the goa] or purpose remains the same. A strategic group may - 


represent members in the top hierarchy of the organization, whereas, a task group 


may involve operations people. Hence, communication style varies from one small 


group to another. 

Similarly, groups can be primary, formal or informal. To attain self-satisfaction, 
the members form primary groups. Informal groups are formed for improving the 
interpersonal relations, rather than achieving a specific task or objective. Forma 
groups, however, are formed to achieve a specific goal or objective, 1.e., they 
are more tasks oriented by nature. Again depending on the goals or objectives, 
formal groups can be informational, education and training, and problem solving 
Informational types of formal groups are formed in conference, meetings and 
briefings. In this type of formal group, communication or information sharing 
ensured adopting consistency in approach. Members in such formal groups cal 








p Influence, t 


calor Troup Influence 
-ecrlailn assum 

Lo cerle } J ptions and behavioural norms, which be eith 

plicit. The degree of group influence can . which may be either 


Wer ec competition and conflict. Although in afi either result in conformity. 


jt ye in a manner that develops groy ae S. 
ic conflict sparks are quite rejueht a Ni since, in organizations, 


(0 yrouP 
: : Zation, 
with i competitive advantage develo Organizations today require to 


he style of organizational 
makes the group members 


ct 

of han pre d one aie organizations to revisit their communication 
ne ics focusing on u teams to cope with uncertainty ambiguity and 
$0 0 ,-cultural A. uen The problem further mounts in cross-border mergers 
mM acquisition” 7 ‘ ie eon dispersed virtual teams communications 
om sargcly depen ai * Sie. ¢ mediums. The group communication influenced 
pO" oy py the cultural practices of the majority may vitiate the ultimate purpose of 

ost” ips, as culturally different minority groups may not be able to participate 


ol 
he eGsion making. To ensure cohesiveness in group communication. which is 
, divergent, therefore, requires an Organization to share information and 
vil opportunity to everyone to contribute their viewpoints. Managers, thus, 


wg to study cross-cultural dynamics to avoid confrontation. misunderstandings 
¥ conflict in group communication, 
ay 


COMMUNICATION BARRIERS 


Communication In organization is one of the biggest challenges today. In an 
organization, whenever we put two people together in a relationship they each bring 


+ divergent values, beliefs, expectations, goals, personality type. communication styles 


and feelings. Better communication in an organizational relationship is possible 
only when we recognize these differences and become flexible in accepting and 
understanding other person's views, opinions or communication style. Otherwise, 
itcreales communication barriers. 

Communication barriers, therefore, are the results of several inadequacies 
that tend to distort the communication and affect the success of the managers 
inachieving the organizational goals. Important communication barriers can be 
listed as under: 

‘ Distortion due to superior-subordinate relationship 

* Semantic distortion 

* Distortion due to premature evaluation by the recipient of 
communication 
Distortion due to perfunctory attention 
Distortion due to failure to communicate 
Distortion due to resistance to change 
q Yet il another way, we can classify communication barriers broadly into 

WIE Categories: 
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ah 


, Barriers 
rnal wo types—semante barriers 


into 
be sub-divided cs is the study of meaning in lang, and 


communic 
both the communicators and the about twenty-five different me 


Sati . tioned 
The Oxford English DictionaT) ss lala ‘mnilar problems also ee] gs 
for 500 most commonly used English words. Similar p st in other 


languages. Words. therefore. if not properly used may fall to convey real Meanings 
Semantic barriers may result due to following T easone: 
e Badly expressed message 
° Faulty translations 
° Unqualified assumptions 
e Use of technical language 
Psychological or emotional barmi 
Interpretation of meaning in a m 
and emotional state of the parties invol 
reasons: 
° Premature evaluation 
e Lack of attention 
e Loss of information in transmission 
e Poor retention 
e Lack of reliance 
. Distrust of communicator 
° Failure to communicate 


ers are caused in interpersonal communication 
essage largely depends on the Psychologica) 


ved. Such barriers are due to following 


f 


Organizational Barriers 
This type of barriers is also known as structural barriers. Organizations are 
designed on the basis of formal hierarchical structure. They are developed to 
attain certain identified objectives, which require regulation of day-to-day activities 
by developing performance standards, framing rules, regulations, procedures, 
policies, behavioural norms, etc. All these affect the free flow of communication In 
organization, unless they are suitably managed. Superior-subordinate relationships 
in a formal organizational structure inhibit free flow of communication. Even 
there are managers who believe in maintaining distance with their subordinates. 
Communication mostly loses the essence of ‘two-way communication’, The reasons 
for organizational barriers can be listed as follows: | 


pa 
gst * 


P jationships 


eubordinate relationships, due t 
t 


0 fo 
flow of communication due to the status eenlzational structure, also 
congruence. 


External barriers can ars. Semanti 

psychological or enol oe areas of receiving or understanding of ys “al Specialization 

J : n - 0 

Such barriers are oa decoding ;deas and words. In pe naan we Prim i ye ing organization in accordance 

message by coding an rd has several meanings. Therefore, the linguistic Capacity _qnenule thereby affects the fre With Specialization devel 

use words, and each word has + atecs may result to misunders dj of Ba and € flow of Communicatio €velops departmental 
tit nN. 


,izational Potse) Sulen and Regulations 
ainst effective co, 
1sO stand ag Communication wi 
thin an organization 


ia tional Facilities 


i onal Barriers 


- jnternal to communicator and 
Be which exert influences on the cchanent bs sender and the 
nal or interpersonal barriers. Such interpersonal barrie, = ieee ly 
te categorized into two types, i.e., barriers in Superiors aad bactiers 0 
gbordinates. re 
Superiors act as barriers in communication in following ways: 


Nurturing of Typical Attitude: Favourable attitude of superiors foster 
effective communication, whereas, unfavourable attitude inhibits 
communication. 

Fear of Challenge to Authority: Such fear often compels superiors to 
withheld information, which dissuade them to effectively communicate. 
Insistence on Proper Channel: Superiors often insist on of the flow 
of communication through appropriate channels, hence blocking the 
communication. 

Lack of Confidence in Subordinates: Superiors often consider the 
subordinates as less competent. Such perception stand against the free 
llow of communication. 

Conscious Avoidance of Communication: Some superiors have a 
lendency of ignoring communication consciously, which frustrates 
subordinates to communicate. 
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ality makes superiors lo think that 


e: Such belief or Te : h Wh aa 
<o "o pas to talk to their subordinates, which results to the loss q en or imakes It possible for the tan sane Supertors. This hel 
ven Sof ay contacts ¢ a Sue : s 
communication between them. cpaitenn st ; gon contacts and truly Make per to e¢ Unicare enronment ca 
: The lack of awareness : S about vat ; , mu € lreely ey 
Lack of Awareness es of communication also affects the | solic Listening tlon a two-way pr ti ee 


importance and effe 


fl 
nical managerial att; 
a ie In course dace qulte Often th 
yl! . 4{houl allowing the ibe the © upward communicatj 
f ore 7 listening quite oby Ordinate, expr Subording €s, man sp 
- of SU Juate Informatio lously CTeq 86 thetr feelings peas “i 
By sors CVA N without getting thes €Ts to communicating ne 
re n, as 
aio! © and frank response from 
__ proper Language | 
fs" munication 
rg to com are often crea 
500 woided using direct, simple and sy du 
g" technical terms, words wi 


Ihe 


jt es it possible to eliminate 
fo 


organization. ommunication in following ways; 


inatc ct as barriers to ¢ 
Ee ae aes to Communicate: Such unwillingness may 
° ere Un ang 
result of some unpleasant experience from the past 


* Lack of Incentive: Prevailing reward and laeesleies System of th 
organization is largely responsible for this. If suggestions or any t 
communication from subordinates do not evoke any response from i 
superiors, they lose interest in communication. @ 


be the 


€ to 
th aninghul went distortions. This 
More than one aa in communication. 


Communication bates difficult symbols, 


Methods of Overcoming Communication Barriers 
contributes to the success of an org 
refore. it is imperative for anor 


ercoming the possible barriers Sonn ' munication through Actions 
0 


Effectiveness of communication greatly 
and the performance of its managers. The 
to improve the free flow of communication OV 
communication barriers cannot be eliminated altogether but at least th 
be controlled. To overcome communication barriers, following methods COUId be 


followed by any organization: 


Employee Orientation 
If employees are given orientation about organizational objectives, Policies 
procedures, programmes, authority relations, etc., it minimizes the communicat{oy, 
barriers significantly. This apart, employees are required to be communicated about 
the vision, mission, goals, objectives, strategies and even, if required, they need {g 
be involved in developing the same. Such participation enhances commitment fron 
employees. This transparency on the part of the organization keeps the employees 
informed about the different issues concerning the organization. Unfortunately, 
this aspect gets neglected in organization, which culminates into conflict ang 
creates organizational barriers. There are examples of many success stories in the 
corporate world, where employee orientation could help the organizations to achieve 
even more than the planned rate of growth. Wal-Mart is an example to emulate, 
Wal-Mart is the biggest retail mall in the world and has more that 14.5 lakh people 
working on their pay-roll. It follows the strategy of EDLP, i.e., every day lower 
price, and even in global economic downturn achieving significant growth rate. lt 
considers their employees as associates and even share with them the stratege TRANSACTIONAL ANALYSIS 

information like pricing, inventory-holding costs (when items remain in the store ® fie Berne (1 

unsold), freight charges, etc. In the process, associates at the retail outlet le@% plied jn, et cor fein fei seionehaan. ane ompeSlaa 
get the flexibility of deciding the sale price of the items independently. Wal-Man a communications. The basic premise of Eric Berne's 


Transaction A i 
nalysis is Sigm 
emphasizes more on sales volume, rather than per unit profit margin. Biocated that ining mie ig eee ee a gi ae 


Beacon, salt ego or parent ego. It is possible for a person to reflect all the 
€S son | Simultaneously while communicating with others. Every ego state 
bec ties fe: llerent meaning. To take an example, a communication from a 
éstruc y cither be destructive or happy. While communicating from the state 
lve child ego, a person reflects his uncompromising attitude, without 


lack of Information Feedback 
fmmunication is essentially a two-way process: 
hen there is no information feedback, it ir citing sas wi ein 


) creates barriers to 
Ben in face-to-face communic communication. 
bedback. ation, body language may provide a successful 


Improving Interpersonal Relations 
Improved interpersonal relations develop mutuality in organizations; employes 


become cooperative, and they work together for accomplishing the organizalnt 
goals. This requires superiors to respect the dignity and authority of He 
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certain way as 


, 
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Ni of 
tri srganizational effectiveness, Ho ! ey 
ectlv d con 
becomes effective an 
adult ego communication ¢ 


putes to the ai petween two mindsets, Which ®t 
alike. 


an only be poss 
Communication from ; 
nurturing. Critical parent ego 9 me 
often becomes very unrealisc, pe ee 
subordinates, often become critical. 


Le o communic ; 
of the ea aieudrane v acilitating. Yet in another way, we can define nu ble, 
accommodative and n é auns 


rly Accountin 
is ative (S oiling) and critical parent ego as nting 
parent ego as positive ot the child ego can also be classed as ada Mode 
which may either be cooperative (positive) or comp on _ an An eeative ag 
free, which again may be either be spontancous an cia are, babs egatiyy 
According to Berne, it is important for every manager tO COmITUNi catia 
dynamics in the context of transactional analysis. F : 
Parent ego is our ingrained voice of authority, absorbed conditioning, je 


gal IVE Controlling 
| ae Positive Nurturing 
Parent Mode 


again can be either 
ate of parent ceo a6 Cri 
c leaders While communicatin ang 
her damaging the spirit and the thet, 


sodas ation, however, is understang 
a ¢ 


Positive Free 


and attitudes, which we develop right from our childhood. It is formed by exten Child Mode Positive Adapted 
events and influences, while we grow from our childhood. Child ego develope: Child Mode 
through our internal reaction and feelings to external events from our childh 

This mental imprint embodies our seeing, hearing and feeling experiences, Ad . 

ego, being the reflection of our matured mind, embodies our experience of de Negative Free ” 

with the situation. Thus in a nutshell, we can say parent ego is our taught Concept, Child Mode egative Adapted 
adult ego is our thought concept while child ego is our taught concept. Child Mode 


Berne (1972) defined ego states as ‘coherent systems of thought, feelin 
manifested by corresponding patterns of behaviour.’ Some authors, however 
consider the term body language than behaviour, because behavioural impulses 
may not be always evident: rather, it is internal-felt experiences. According tp 
Berne, each ego state is a distinct system of interacting feelings, thoughts ang 
potential behaviour. Transactional Analysis is extensively used in organizationd 
development, to develop the right change premise, eliminating dysfunctional 
organizational behaviours. 

Transactional analysis, in another way, can also be defined as language within 
a language, to reflect the true meaning, feeling and motive of the communicator. It 
helps us to understand the environment and then decide our choice of ego states, 
while communicating with others. Due to its all encompassing effects, transaction 
analysis is used in the theory of personality, communication, understanding 
behavioural] pattern of the people. 

As a subject, transaction analysis has developed beyond Berne's origina 
theories. Subsequent to his death in 1970, many of his followers extended ti 
concepts further. Abe Wagner, Vann Joines and Anita Mountain sub-divided thie 
ego states in seven-element model. Refer to Figure 13.2: 


Figure 13.2: Seven Elements of Ego States 


Puent Ego Saane 
furturing—Nurturing (positive) and Spoiling (negative). 
Controlling—Structuring (positive) and Critical (negative). 


Child Ego 

Maptel—Cooperative (positive) and Compliant/Resistant (negative). 
ftee—Spontaneous (positive) and Immature (negative). 

Franklin Ernst (1971} developed the OK Corral Matrix, which we also call 


program (Figure 13.3), to draw the life positions in quadrants. Except the | 
. You are OK situation, rest are not the healthy position. 
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Figure 13.3: Corralogram 

















NEGOTIATION 


Negotiation is a decision-making process by two parties with opposing interes ; 
In conflict resolution, we use negotiation mostly to settle differences between 
management and the unions through collective bargaining machinery, We WN 
explained collective bargaining earlier in this book. Here, however, we are more 
concerned for communication perspectives of negotiation. In any negotiation 
process, we consider two goals—substantive and relationships. | | 
Substantive goals are those which help us to settle some claims, involving 
either receiving or giving some benefits. A negotiation for wage increase fs an 
example of substantive goal. | 
Relationship goals deal with the outcome of decisions, which put the two 
negotiating parties to work well subsequent to the negotiation reached, Effec ¢ 
negotiation, therefore, requires resolving the substance issues, while nurturing 
the harmonious relationships between two negotiating parties, Whatever may x 
the process for negotiation, we follow two approaches, 1.c., distributive approae 
and integrative approach. Distributive approach {is a win-lose or a zero-sum game 
approach, whereas, the integrative approach is a collaborative approach, where 
both the negotiating parties try to expand the outcomes of their decisions # 
sharing the benefits. 
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bility, 1 
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rollawed by this, we then list our obj 


ysumplion and even expressing our concem 


gealway 
dy language. Most commonly agreed model of 
gegotiatlon (which involves setting of objectives, d 


- Every manager needs to negotiate in one 


ka part of negotiation, Initially as 
beir role 


must gel. While negotiating w 
‘necessary and get clarified whe 


ission. Things that we need t 
etruption and 


S. To make the negotiation effective, 


s scarch for areas of common interests and 


opening, bargaining and closing. 


area or the others in his/her 


iy work life. To succeed in negotiation, managers must have analytical 


npathy, planning ability, interactive skills and communication skills. Such 
| only be developed through experience. Some theoretical understanding 
) bul putting the learned theories into practice, requires a manager to 
an extra-member to watch how seniors play 


in negoUation, Negotiation skills of managers help in following important 


Oplmization of time, scope, costs and quality 
Managing the change in organization successfully 
Optimizing resource allocation 

Managing contract and vendors 

Managing industrial relations 

Industrial disputes settlement 
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derstanding of possible expect 








Consequences, i.c.. pre-analysis of possible consequences (win or losy 


of negotiation 
Power, i.c., analysing the power in the relationship, resource Contra), 






nt on 

Possible solutions, i.e., unde 
It is important for both the negotiating parties to feel positive, detaching tp 

the extent from the emotional feelings. Managers at the outset, try to Unfreeze. 

to ensure that the negotiating group members feel at ease to break the deadlock 

The entire negotiation should be such conducted so that every one commits to 

the issues of differences and agrees to the line of solution. 


Communication is the process of interaction, interchange, sharing and 
common understanding. In business, most of our working time fs spent 
on communication. Communication follows a definite process of involving 
the sender, receiver, message, channel, feedback and also the situation. 
Communication essentially follows a two-way channel. In all managerial 
functions, communication plays the most important role, It serves the 
function of information, command and instructions, influence and 
persuasion and also the function of integration. There are certain barriers 
to communication. Organization has to contro] such barriers for more 
productive and efficient use of communication. GP el 


: 2 
We still have many differences of opinions about the term ‘communication; 
more specifically, about the usage of the word as communication of 


communications. Hence, managers need to understand the contextual 


‘ 
7 





rstanding of possible solutions 
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| Communication: Verbal co 
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| Communication: | 
petween the organizations and others outside the two organizations, that {s 
d Communic organiza - 
pownwat a ater: ation: Downward communicat} tions. 
and su yordine . Here the Superiors communicat on Is between the superiors 
upward Communication: It Is the comm © with the subordinates. 


u 
and the superiors, Here subordinates mtn sy ten the subordinates 
om . ate W the s 
florizontal Communication: Horizontal communicait uperiors, 
equals, that is, between persons wor on takes place between two 


jagonal Communication; D King at the same level in organizations 
Diag : Diagonal communication tak , 7 
the hierarchical barriers. A communication betw akes place cutting across 
and a worker can be categorized as diagonal iat of a company 
. cation. 


Human Relations and Team Building: This type 
interpersonal relations. It extends even to cust 


this type of communication requires good u 

n 
behavioural dynamics of people, sr pr eaeine ai inher: >on 
the nature of motivation, common behavioural Nor apie differences in 
developing mutual respect and reaching consensus, etc . establishing rapport, 
Sales Communication: Sales communications are designed to achieve sales 


objectives and encompass advertising, t 
. tele 
communication, ete. g phone etiquette, and face-to-face 
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omer relations. Effectiveness of 










International Communication: This requires customization of communication 
systems of organizations, duly accounting for the cultural differences. With 
tlobalization, organizations now require to account for the cross-cultural 
expectations and behaviour of the people. 










l. * s » 
Deline the term communication and list out its important characteristics. 


ha the process of communication. 
} hal ls \wo-way communication channel? What are its features? 
a! 

SCout important objectives of communication. 
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essential elements of business communication. 


tha ires of communication? 
Bert aie the cies of communication? Explain their relative Metity 
demerits. 
Discuss what are the barriers to communic 
it affect organizational efficiency? 
How can we overcome barriers to commu 
Short Notes: 
(a) Formal and Informal Communication 
(b) Verbal and Non-Verbal Communication 
(c) Upward and Downward Communication 
(4) Horizontal and Diagonal Communication 
(e) Grapevine 
() Body Language 
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RON dustrial relat; 
e familiar with Labour Laws and het ons 


. a" 
comprehend discipline issues 


¢ understand the roles Of trade unions in the changing economy 
e know the Process of collective bargaining as | 


INTRODUCTION 


ndustrial relation (IR) is an int 
I cience that focuses on the st Feseplinary behavioural 


practices regulate employer- 
between management and i 


like—the nature of work, management of human resources 
nature of labour-union management in organizations, workers’ 
motivation and behaviour, impact of government policies and 
regulations on workers and the organizations, demand and supply 
of labour and finally decisions on Wage or compensation design 
and administration. 

Although we have number of theories on IR, which in one 
way or other help organizations to develop the framework of IR in 
workplaces, we can classify those in following two broad areas: 

° Political 

¢  Apolitical 


Political theories focus on macro-level issues concerning 
political-economic purpose of society like, class characteristics of 
the state, conflict between the classes, the exploitative element of 
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dustrial structures and systems, 


issues concermng Owne 
TShy 
economic and in D, 


Industry . 
Strtal Relations (IR) and Labour Welfare Wait) 


al finds, pensions, maternity leave 
and 


ale governments are ¢ “nefits, workmen's compensation 


hs tic Central Govern 
i & . etc. {lo a ) | me , Cc an e 
role of working class, political power cerned with micro organiza cel revalling In the states’ "S!dering the Be and modify labour laws 
‘tical theories on the other hand are cone eme ban lon youl P Ss. Specific issues and conditions 
Apolitica yee trategic functional and operational levels of the fit or al (la on mike manager, one has to iy 
stions al the § * g é 
questio A : 


esucs like laws and rules regulating work are COVEreg 


industry. All procedural 1 


erstan 
are d the basics of relevant labour laws, 


} therwise b in 
, which may © © become Contravention o 
Pe amt a depend on a number of factors. Macro-level Indust, yo" 2 Subject of adjudication f the prevailing 
strial relations ; . 
nae face Hk, bur markt SoS, TILER LABOUR LAws any, 
poverty ‘national development priorities and rg ae otis. eric of ICTO-ley urpose, We have discussed on] as 
industrial relations, on the other hand, depend on facto — BaNizatig, fof our rerning industrial relations ome basic objectives of i 
skills formation, compensation, workplace poyernatiies ; Ith ia"? gor and labour welfare. aE anEeeOns 
Labour welfare is defined as the work for improving ve nse Safety, Seneray «4g Act, 1948 
well being and industrial efficiency of the workers beyond the mum standa, ds ,ctort© 


laid down by various acts and Iegislations. International Labour Organiza 


(ILO) defined labour welfare as ‘Workers’ welfare ... such services, facilities son 
amenities which may be established in or in the vicinity of an undertaking ; 
enable the persons employed in them to perform in healthy, congenial SurTOUndin 
and provided with amenities conducive to good health and high morale,’ 5 gs 
labour welfare measures in our country are statutory like, Factories Act, 194 : 
which requires employers to abide by the provisions of various welfare ACKIVities 
while some other are voluntary. It can also be classified as intramura) ant 
extramural. 

Intramural measures include those welfare activities, which ensure bette 
quality of work like, scientific selection, training, good work environment, preventio, of 
accidents, canteens, restrooms and refreshments, etc. Intramural welfare amenities 
are provided within the precincts of the establishment like latrines and urinals 
washing and bathing facilities, créches, rest rooms, canteens, drinking wate 
arrangements, protective clothing, occupational safety, shift allowances, ete, 

Extramural welfare amenities, on the other hand, are those which are mag, 
available outside the establishment like, maternity benefits, social insurang. 
measures, gratuity, pension, provident fund, medical facilities, family pl 
children education, housing facilities, recreational facilities, holiday homes, leave 
travel facilities, cooperative stores, etc. It is important to understand that all are 
not statutory in nature. However, for better employee relations, companies provide 
as much facilities as possible. Extramural measures indirectly affect the quality 
of work life. 


INDUSTRIAL RELATIONS AND LABOUR WELFARE IN INDIA 


Labour legislation in India can be traced back to 1850s with the enactment of 
Apprentices Act. This Act was initially intended for destitute children to enable 
them to develop their skill base and get a job when they grow up. This was 
followed by the Fatal Accidents Act, 1855, Employers and Workmen (Disputes) 
Act, 1860, Factories Act, Mines Act, Plantation Labour Act and series of other 
legislations. Labour is a common central and the state subject. The Constitution 
of India [Article 246/4] empowers both the Central and the state governments to 
legislate on issues related to labour. These issues are varied and are related (0 
trade unions, industrial disputes, social security, social insurance, employment 
and unemployment and other welfare-related issues covering working condltions 



















Under the Factories Act, employers have following obligations: 


Compulsory approval from the state government or the chief inspector of 
factories 


Sendin g the notice of registration /license to the chief inspector of factories 
within seven days from the date of his taking over the charge 


Conform to general duties concerning health, safety and welfare of 
workers 


Conform to general duties regarding articles and substances for use in 
factories 


Provide required health measures 
Undertake safety measure 


Provide stipulated welfare measures, degree of which varies with the 
number of workmen employed 


Conform to stipulations on working hours, holidays and overtime 
Conform to provisions concerning leave and wages 
Display notices, maintain registers and submit returns 
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' : ‘Send notices on accidents, dangerous occurrences and diseases 
re, i Pull obligations regarding hazardous process/substances 
— ain obligations of employees, Heh 


a rl 
s: ctories Act also provides for cc 
_ d employers and penalties for offences. 
employees an pio} + the basic tenets of the Act to guard Q 
Every HR manager must know the bas Balng, 


any decision, which may not be tenable. 
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ls of 


Industrial Disputes Act, 1947 


This Act primarily regulates industrial rel 
and procedure for settiement of industna 


ations in India. The Act provides Machin 
| disputes by negotiation, without reg, rt’ 
to strikes and lockouts. The scope of the Act extends to the whole of India Pe 
every industrial establishment carrying on any business or trade, Irespectiy. 
of the number of people employed. However, the Act is not applicable for Deg ‘ 
employed in managerial or administrative capacily and also not for those i 
are employed in Army, Air Force and Navy, Police Services and Prison Services 
The Act defines industrial dispute as any dispute or difference between em lo .. 
and employees or between workmen and workmen, which is connected With the 
employment or non-employment or the terms and conditions of employment : 
tentative list of disputes covered under this Act is reproduced below; “4 

e The propriety or legality of standing orders 

e Discharge or dismissal 

¢ Matters pertaining to reinstatement or grant of relief for Wrongiy| 

dismissal 

€ Matters pertaining to withdrawal of any concession or privilege 

« Matters pertaining to strike or lockout | 

e Payment of wages, including periodicity and mode of payment 

« Leave and hours of work 

« Holidays 

« Bonus 

« Retirement benefits 

‘ Discipline 

e Non-implementation of award, etc. 

Labour Bureau, Shimla has classified the disputes under several heads 
indicating their incidences on total disputes in percentage terms. HR manager 
has to comply with the laid down obligations under the Act, which broadly covers 
service conditions, constitution of works committee, implementation of agreements, 
settlements and awards, avoidance of illegal lockout and non-indulgence in unfair 
labour practices. 


The Industrial Employment (Standing Orders) Act, 1946 


This Act requires employers to clarify conditions of employment so as to enable 
the workmen (employed by them) to understand the rules of conduct pertaining to 
working hours, holidays, attendance, leave, termination of employment, suspension 
or dismissal, misconduct, etc. The Act is applicable for industrial establishments, 
employing 100 or more workmen. Under this Act, employers are required to submit 
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qhe Trade Unions Act, 1926 
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ployer The Act provides for registr ein 
sociation of employers. Upon registration, trade uni 
and privileges under the law. In addition, the Act 


since, a registered trade union enjoys certain right 
act. The Act requires that at least 50 per cent of the 
should actually be engaged or employed in the indus 
actually indicates the organization. A registered 
corporate with the perpetual legal entity under a 
body corporate, it can acquire, hold, sell or transfer any movable and immovable 


property and can also be a party to any contract. It can sue and even can be 
sued in its own name. 


Trade Unions (Amendment) Act, 2001 


The Trade Unions Act, 1926 provides for the registration of trade unions of 
employers and workers and in certain respects, it defines the law relating to 
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disciplinary action, etc. 
cisions; hence, HR managers must 


ons between workmen and 
ation of trade unions, which also includes 


S and privileges as per the 
trade union's office bearers 
try. The term ‘industry’ here 
trade union becomes a body 
common seal. Like any other 


teistered trade unions, It confers legal and corporate status on registered trade 
unions. The Act is administered by the concerned state governments. Certain 
Provisions of the Act were amended and given effect to w.e.f. 9.1.2002, 
some of the salient features of the Trade Unions (Amendment) Act, 2001 are: 
\\) No trade union shall be registered, unless at least 10 per cent or 100, 
Whichever is less, subject to a minimum of seven workmen, engaged or 
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(e) The minimum rate of subscription by members of the trade unj, 
fixed at one mupee per annum for rural workers, three rupees per annum 
for workers in other unorganized sectors and twelve rupees per annum 
in all other cases. For the promotion of civil and political interest of its 
members, unions are authorized to set up separ ate political funds. 
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The Minimum Wages Act, 1948 


The Act provides for the minimum statutory wages for scheduled employments 
The Act also stipulates the maximum daily working hours, weekly rest and 
overtime. It prevails over the rates fixed under any award agreement. The Act 
empowers the state government to fix minimum wages. failing which they Cease 
the right to engage labour and mun the industry. Wages. as per the Act, include aj) 
remuneration capable of being expressed in terms of money including the house 
rent allowance. However, it excludes the value of housing accommodation, supply 
of light, water, medical attendance, employer's contribution to provident fund and 
pension fund, travelling allowances or the value of travelling concession, gratuity 
payable on discharge or any other payments made to defray special expenses, 
For HR managers, it is important to consider all these aspects while designing 
compensation package. 


The Payment of Wages Act, 1936 


The Act is intended to regulate payment of wages in a particular form at regular 
intervals without any unauthorized deductions. It is applicable to the employees 
receiving wages below Rs1600 per month. As per the Act, employers are responsible 
for the payment of wages to the employees, duly fixing the wage periods (which 
in no case should exceed one month) and deciding about the time of payment 
as per the norms, which require payment within seven days of the expiry of the 
wage period for establishment where less than 1000 people are employed and 
in other cases within ten days of the expiry of wage period. Employers are also 
responsible of the mode of payment (in cash or by cheque or by crediting to the 
employee's bank account with his prior consent). Employers also need to ensure 
that there are no unauthorized deductions. All these aspects must be known lo 
the HR manager. 
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976. The Act requires employers to contri nsurance Scheme, 


bute an amount at 
pages, d aily allowances, etc., (10 per cent in case of BIFR referred stablish as 
or establishments employing less than twenty persons or any SstabliShenents'in 


the jute, beedi, brick, coir and gum industries) 

and ensure simil 
fom employees. They have to the same together with ea a oma Ni ea 
required returns /attachments to the regional provident fund office or to their own 
private provident fund scheme (approved by the provident fund commissioner) 


The Payment of Gratuity Act, 1972 


This Act is also a social security measure to provide retirement benefit to the 
Workinen, Who have rendered long and unblemished service to the employer. 
Employees are entitled to receive gratuity under the Act, provided they have 
fndered continuous five years service or more at the rate of fifteen days’ wages for 
x completed year, subject to a maximum of Rs 3,50,000. The gratuity may be 
Mholly or partly forfeited by the employer if termination of services of an employee 
Ny lo his riotous or disorderly conduct or any other act of violence or any 
"ve, including moral turpitude committed in the course of his employment. 
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TRADE UNIONS 
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Workman’s Compensation Act 
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History 


The earliest known trade unions in India are: 


(a) The Ai | 
5 eo Mill Hands’ Association, was formed in 1890 for the purpose 
ates ng the. government of improvements in factory law. ce it 
ecame defunct after the passing of the 1891 Act. ) 
al ae Society of Railway Servants of India and Burma was 
n 1897 by Anglo-Indians and domiciled Europeans employed on 


Group Insurance 
This is known as public liability insurance and is based on the principle of strict 
liability. For installations that handle hazardous substances, it is now mandatory 
to provide insurance coverage, so as to ensure minimum relief to the victims. To 
make the provisions for insurance coverage, Cvery owner is now required to take 
a policy for an amount not less than the paid-up capital or the market value of 
assets and stocks. The owner has also the obligation to contribute an equal amount 
of premium to an environmental relief fund. A newly set-up company enjoys 
exemption from the Employee's Provident Fund and Miscellaneous Provisions Act 
for the initial three years of its operation. { 

Other amenities like, canteens, rest shelters, first-aid ce 
educational and recreation centres are also required to be provided b 
in factories, mines and plantations. 
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( First World War, India witnessed , 
These were the beginning of the Tar’ 


(1919-1923) several yyy ® 
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were interested in gencral 


In the decade following the end ol 
developments in the field of trade unionism. 


an inroad in the Railways. in Postal and Telegrap® a eotne staan Stam : 
and in the Textile Industry in Ahmedabad city an als — Centres, 
ee eal re well accepted by the society almost 
Although individual unions were 
, _.ee in maiority of the cases refused to re 

their stage of formation, employers 1 major 2) tome CO 
{he unions on the plea that union executives consiste siders. Wor 
interested in trade union activities were victimized by the employers, To thy 
the Trade Union Movement, the then employers succeeded to get an amendmen; 
passed in the Indian Penal Code in 1913. declaring trade unions as illegal bodies 
The Buckingham & Carnatic Mills case of 192] in Madras High Court, Granting : 
interim injunction against the Madras Labour Union, further added to this fue] 
At this point of time, trade union leaders suddenly found that they are liable to 
prosecution and imprisonment even for bona fide trade union activities. In March 
1921, the legislative assembly of the Government of India, on the motion of Late 
N.M. Joshi, the then General Secretary of the All India Trade Union Congress 
(AITUC). passed a resolution for the registration and protection of Trade Unions 
Since then, the pace of the Indian Trade Union Movement continued unabatedly 
and reached its height during 1928-29, when communists wooed the worlq of 
Indian Labour. 

After World War II and independence of the country in 1947, political 
considerations led to the division of trade union leadership. In 1947, Indian 
National Trade Union Congress (INTUC) was formed. The differences with the 
socialist workers inside AITUC, Jed to the formation of Hind Mazdoor Sabha and 
subsequently to the Central Indian Trade Union Congress (CITU), representing 
the leftists. The socialists under the leadership of Dr Ram Manohar Lohia formed 
the Hind Mazdoor Panchayat and the Jan Sangh set up the Bhartiya Mazdoor 
Sangh. Since then four more Central Trade Union Organizations have been formed 
to accelerate the pace of Indian Trade Union Movement. , 

Trade unions in India are associated mainly with the two international trade 
union federations, viz, the World Federation of Trade Unions (WFTU) and the 
Intemational Confederation of Free Trade Unions (WFTU). 

In matters of industrial reactions and workers’ productivity, trade unions play 
a crucial role. Relative strength of any particular union is determined. from ils 
membership details. 


Singe 


Number of registered unions (workers and employees) and their respective 


membership, verified from returns submitted by them for the year 1986 to 19 
are presented in the following table: 
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guuee: Indian Labour Year Book, 1998 
Now: E denotes ‘Estimated’; P denotes ‘Provisional’ 


i is evident from the table percentage of registered unions submittin 
over the years, have declined considerably. This also indicates ayia 
union activities in the country. ue 

‘beginning from 1928-29 till 1970s, trade unions in India reached a commandin 
een Almost all public sector units (PSUs) and major private sector ST 
. lime have been unionized. However, since early 1980s, we have seen the 
se: phase of trade unions in India. In fact, from this period onwards, the 
Mustrial restructuring process began in India. 
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- na institutions and trade unions in India are now facing a challenging 
Iions lead. lhe new economic policy poses following challenges to the trade 
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increasing emphasis on exports and the ei ade ne 7 ats the coming years, more transparent and responsible to 
zi pa Toe export processing zones (EPZ) in different parts of the egy 8 Fi" vc in refer to the tab ° 
igen ri cource of threat to the trade unions as such UNits faders aac h le on the next page f, 
is again a major = them from the labour laws. Ret I r of units who practised lay-off and the 8¢ for the all-India data of the 
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‘industrial restructuring proc 
the industn ¢ unemplovment. and nearly four million people from, 
huge number ol unemp!©. lose their employment in the pro = 
organized sector are likely to [ose . CESS of 


structural adjustment programme. ee ee 
' , shi ’ forty- 
Closure of sick industrial units. which emp!oy y oe People 


sooner or later, will further add to the burden of seMPloymeny’ 
Government of India even though initiated to provide safety net Under tp, 
Voluntary Retirement Scheme (VRS) so that the workers get some benef ; 
if they lose their jobs. is. in reality, yel to come out with any concret, 
proposal] (except mooting of the idea). Ina national level seminar Organ 
by the Indian Society of Labour Economics during 1992, the Departmen 
of Industries closely circulated a paper on proposed VRS, giving the de 
of the government's resolution on such count taken during Febn, 
1992. However. the said scheme is yet to be implemented, excepting jn 
some select PSUs, who are going for disinvestment, and a few Private 
sector organizations. In both the cases, NRF money, which are pri 
for helping organizations to withstand the pressure of liberalization 
technological] changes), are being unduly used, without any governmental] 
intervention. Even there are wide variations in the VRS modalities, Op 
recently, government has proposed VRS in departmental undertakings, 
S. To keep pace with the global competition accentuated by the market 
globalization programme (an outcome of economic liberalization Policy), 
Indian industries are now required to introduce new technology. In 
industria] units, conventional machines are now being replaced by 
Numerically Controlled (NC), Computer Numerically Controlled (CNC), 
Direct Numerically Controlled (DNC) Machines, Flexible Manufacturing | 
System (FMS), etc. Such introduction of new technology is now making 
the traditional] skills redundant, which necessitates redeployment of 
the workers after giving them suitable training or the replacement of 
the workers (who cannot be retrained) by the new workforce. This new 
workforce being educated and skilled is mostly inducted in managerial 
or supervisory grades, resulting in the reduction in employment of 
workers, In addition, new technology, being more systematic, enables the 
management to have greater contro] over the labour process, All these. 
therefore, severely erode the powers of the unions. 
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Criteria for Recognition of Trad 


Following criteria have been laid down in the Trade Unions (Amendment) Ad 


2001: 


e Where there is more than one union, the union claiming recognition woulg 


; adv functioned for at least one year after its registra 
es eee one union, this condition would not apply, tlo 

e The membership of the union should cover at least 15 per cent Of the 
workers in the establishment concerned. Membership would be count 
only of those who had paid their subscriptions for at least three mop, 
during the period of six months immediately preceding the reckoning 

* A union may claim to be recognized as a representative union for 
industry in a local area if it has a membership of at least 25 per Cent of 
the workers of that industry in that area. 

« When a union has been recognized, there should be no change in its 
position for a period of two years. 

*« | Where there are several unions in an industry or establishment, the one 
with the largest membership should be recognized. 

¢  Arepresentative union for an industry in an area should have the right to 
represent the workers in all the establishments in the industry. However, 
if a union of workers in a particular establishment has a membership of 
50 per cent or more of the workers of that establishment it should have the 
right to deal with matters of purely local interest, such as, for instance, the 
handling of grievances pertaining to its own members. All other workers, 
who are not members of that union, might either operate through the 
representative union for the industry or seek redress directly. 

e In the case of trade union, federations, which are not affiliated to any 
of the four central organizations of labour, the question of recognition 
would have to be dealt with separately. 

Only the union which observes the Code of Discipline would be entitled t0 

recognition. The Code of Discipline is explained later in the chapter. 


ABSENTEEISM 


Absenteeism is the total man-shifts lost due to the absence of the total number of 
man-shifts scheduled to work. It, therefore, signifies unauthorized, unexplain 
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LABOUR TURNOVER 
labour turnover is the rate of change in the workins hands of a particular 
nation earings a given period. It, therefore, signifies the shifting of workforce 
mone organization S ‘ i 
prone g _ ae another and also the loss of manpower due to discharge, 
The rate of labour turnover is expressed in terms of accession and separation 
fate. Accession is addition to the workforce while Separation is deletion from the 
workforce, for any of the reasons mentioned above, Labour turnover is a serious 
problem for the industry because of the following reasons: 
(a) High cost of recruitment to effect replacement 
(b) High training cost 
c) Loss of supervisory and managerial time 
(1) Slow rate of output of the new incumbents 
) Damage to the plant and machinery 
() High rate of scrap and waste, etc. 
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GENERAL POLICY ON INDUSTRIAL RELATIONS 


General policy on industrial relations covers following areas: — 

© Monitoring of industrial relations (man-days lost in strikes ap 
lockouts/workers affected by closure/retrenchment, reasons for labour 
unrest and industrial sickness, etc.) _ 

e Convening of meetings of Industrial Tripartite 
Tripartite Committee. 

¢ Decisions on closure, retrenchment and lay-off applications submitte 
by Central Public Sector Uundertakings (CPSUs) iy 

e Policy matters relating to employees in CPSUs on the payment of statutor 
dues of workers, impact of disinvestments and restructuring of PSUs o1 
employees, improvements in Voluntary Retirement Scheme/Separatic 


Scheme, etc.) ' 


Committees and pecla 


Special Tripartite Committees/Industrial Tripartite 
Committees 


. a 
Seven industrial tripartite committees have been constituted with t e view! 


promote the spirit of tripartism. These tripartite bodies aim at solving the: indu My 

specific problems related to workers in the Sugar industry, Cotton Textile industt 

Electricity Generation and Distribution, Jute industry, Road transport, Engineem 

industry and Chemical industry. In addition, a Special Tripartite Committee na 
ia 
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ead will establish upon a mutually agreed basis, a grievance procedure, 
which will ensure a speedy and full investigation leading to settlement 


They will abide by various stages in the grievance procedure and take no 
arbitrary action which would bypass this procedure 


They will educate the management personnel and workers regarding their 
obligations to each other ; | 


Management should agree on following points: , 
(a) Not to increase workload unless agreed upon or settled otherwise 
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(s). To recognize the union in accordance with the criteria evolved at the 

~ session of the Indian Labour Conference held in May 1958 

Trade Union(s) should agree on following points: 

(a) Not to engage in any form of physical duress 

(b) Not to permit demonstrations which are not peaceful and not to Permit 
rowdyism in demonstration ' je 

(c) Their members will not engage or cause other employees to engage in 
any union activity during working hours, unless as provided for by law, 
agreement of practice 

(d) To discourage unfair labour practices such as (a) negligence of duty, 
(b) careless operation, (c) damage to property, (d) interference with or 
disturbance to normal work (e) insubordination | 

(e) To take prompt action to implement awards, agreements, settlements 
and decisions . 

() To display in conspicuous places in the union offices, the provisions of 
this code in the local language(s) ; 

(g) To express disapproval and to take appropriate vot eee 
office-bearers and members for indulging in action against the spirit o 
this code 
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COLLECTIVE BARGAINING 


Collective bargaining is a method to determine working conditions and terms of 
employment through negotiations. Negotiations take place between ‘employers 
organizations and one or more workers’ organizations, Negotiations process 
helps to reach an agreement. Collective bargaining is considered as an economle 
institution and trade unionism by forming a labour cartel restricts the entry of 
business into the trade. This theory of Industrial Democracy was advocated by 
Webbs or Sidney and Beatrice Webb in 1987. Alan Flanders (1975) discarding 
this concept advocated that collective bargaining is basically political as it alms lo 
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collective bargaining is a procedure by which 
S agree upon the conditions of works’. 

The most comprehensive definition of collective bargaining has been provided 
ty Trade Unions and Labour Relations (Consolidation) Act 1992 (TULRCA 1992), 


Section 178 (1) and (2) of U.K. Employment Law Programme. It is a negotiation 
qnnected with one or more of the following: | 


a) Terms and conditions of employment or the physical conditions in which 
any workers are required to work 


Engagement or non-engagement, or termination or suspension of 
employment or the duties of employment of one or more workers 
) Allocation of work or the duties of employment between workers or groups 


A worker's membership or non-membership of a trade union 
) Pacilities for officials of trade untons, 


\) Machinery for negotiation or consultation and other procedures, relating 
lo any of the above matters, including the recognition by employers 


Scanned with CamScanner 


—_—_—— 


f ‘ 
| PAM Industrial Management 
; 


or employers’ assoc ‘ 
workers in such negotiation 


jations of the right of a trade unton to fe 
} rconsultation or in the carrying out of een 
’ Uo} 


eS -ane to achieve a stable collective bargaining: 
Important assnpa and employees have different interests, these differ 
(a) Though Se Re. ‘eteatd: they are somewhat the same g 

are not lersee” . buyers and sellers in general, Therefore, thr 

difference between © rich sets the price and regulates 


; ean be cut, wl 
argaining. a deal ike ¢ 
saul: Ht under which employees sell their labour 


Each side accepts the legitimacy of the other and its right to sy ‘ 
’ a - othenvise, one side wi 
The sides are roughly equal in strength l domina, 


rather than bargain with other 

The union legitimately represents th 
to represent (a claim sometimes ques 
minority groups). 

Both parties are willing to negotiate se 
agreement 

If agreement cannot be rea 


Ugh 
h 


the 





— 


(b 
(c) 
e interests of all of those it 


C 
tioned by women and mem la 


(d) 
berg of 


(c) riously with the aim of Teachin 
§ 
ched, it is legitimate for either side to 
economic pressures (even as strike or lockouts) in order to induce the Matte 
to make concessions. This type of pressure, which is usually Tegulatey 
by law or the accepted rules of fair play differs among countries 
(g) The government plays only a limited direct role in bargaining 
Role of Government in Collective Bargaining 


The government may influence collective bargaining and employment Conditions 
in ways which differ greatly among countries. Some of the roles can be listeq at 


under: 


1. It may determine employment conditions by law, for example, through 


setting the minimum wages, legislating the length of holiday or Preventing 
ethnic discrimination. ' 
It may provide some benefits directly, for example, pensions, 

3. It may set the ground rules which govern the parties; conduct to take 
an example, through giving unions the right to bargain, restricting the 
conditions under which strikes may occur or determining the scope of 
bargaining. 

4. Itmay settle disputes which the parties are unable to settle themselves often 
through mediation or arbitration. In Australia, conciliation and arbitration 
play major roles in determining the conditions of employment, 

5. Through its macro-economic and social policies, it affects the terms of 
bargaining agreements. 

6. The government is a major employer itself and often bargains with unions 
representing its employees, frequently setting a pattern for the enllre 
economy. In fact, union density is higher in the public sector, rather thal! 

in the private sector in most countries today. | 

Further more, as the presumed representative of the public interest, the 

government is interested in industrial peace, price stability, increased productivlly 
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lt is an art, an advanced form of human relations. One can witness the 
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fashion which may characterize a bargaining session. 
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(b) The speedy workers may accept a lower rate of payment, which m 
them a reasonable amount of wages. but such a low rate of wage 
vield insufficient earnings to a great majority of workers, 

(c) Sometimes employers are in a position to control the bulk demands , 
the labourers, and they may through combined action, force the Workerg 
to accept low wages. Collective bargaining is the only device, Which 
avert such combined action and prevent the creation of such MONOpolisiie 
tendencies. 

(a) The market apparatus consisting of the two forces of demand and sup 
can settle only the problem of determination of wages, SOME of the 
non-wage issues like the length of working day, health and Safety of 
workers, speed operations, introduction of rationalization measures { 
security of job have to be settled by personal decisions and not by thy 
forces of demand and supply. 

(e) Collective bargaining also provides some voice to the conduct ani 
management of the industry. Workers have now a definite place tn the 
exercise of a real influence in the determination of labour matters affecting 
them every now and then. 


() To ensure continuity of production, workers and employers must shak 
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hands, and this makes it inevitable to make collective bargaining a regular | 


feature of industrial life. 


(2) The problem of good human relations can be tackled successfully bj 
collective bargaining process. 


Prerequisites for Collective Bargaining 


The success of collective bargaining machinery largely depends on the resp tl 
attitudes of workers, in general, and the union, in particular on one hand and th 
attitude of management of employer on the other, However, if collective bargalm 
is to exist in a country successfully the following factors are essential: 
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es focus on macro level issues concemi,, | 
political-economic purpose of society, like, class.characteristics of the state, 
conflict between the classes, the exploitative element of economic and industry.) 
structures and systems, issues concerning ownership, role of working. class, 


political power, etc. { 
Apolitical Theories: These theories are concerned with micro organizational 
questions at the strategic, functional and operational levels of the firm or the 
industry. . | 
Industrial Relations (policy general): This pertains to monitoring of 
industrial relations (man-days lost in strikes and lockouts/workers affected by 


closure/retrenchment, reasons for labour unrest and industrial sickness, etc), 
Group Insurance: According to this, public liability insurance for installations. 
that handle hazardous substances is mandatory to ensure that minimum relief 
may be given to victims. This is based on the principle of strict lability. 


Political Theories: These theorl 





























REVIEW QUESTIONS _ — See 


1. Define industrial relations and labour welfare. 
2. Briefly discuss various labour welfare measures that are statutorily required (0) 

complied with by an organization. . 
3. What are the recent amendments to the Trade Unions Act? How do these ament ne 

help in better industrial relations? - 
4, Discuss the code of discipline and its significance to Industrial relations. 
5. Briefly point out the process of workers’ participation to management. 
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roces® 
hs _,- all the inputs are made ayayy b 
OBJECTIVES , aie ing of inputs throu able, the n 
LEARNING ay cessing gh @ number o bere of production starts with 


a 

By the end of this chapter, a student would be able to: “a 

: comprehend the definition and concept of Production . 
og 


; if 
operauons management Pi 


‘j,done using labour services With 
| quipment and machineries. 
outputs | 

“phe processing of inputs, outputs are 


rec 
‘form. Al the processing stage, functions ved both in the Physical or abstract 


4 


e . know the production characteristics : 

© understand the production system 

e be familiar with the functions of production and opera ff 
i? eee NS 


ager 
manag a 


n . meeting the delivery schedules, 8 quality and cost effectiveness and by 
INTRODUCTION 
roduction management has now become an independent bra, r 
for study and specialization with interdisciplinary approa, | 
Although, the tasks of production in organizations are assigned, 
those who have exposure to technical and engineering disciplines 
with management inputs or knowledge they can function bette 
as timely delivery, productivity, cost effectiveness and quality are 
now considered crucial for sustaining the competitive pressure, Ip 
manufacturing set-up, the term production management is used, } 
whereas, operations management is a wider concept, which not only | 
includes traditional manufacturing but also broadly encompasses 
process, programmes, plants and people. ir | ; 
Traditionally, production function is considered as tht 
manufacturing function and so also the process, limiting its foct 
only to engineering aspects. However, production now encompass! 
services also and in that way it is now like any value-added activi 
Thus, production is not only the traditional manufact ring proce 
of converting inputs to outputs, it encompasses all operatiol 
activities of any organization that broadly assist in anulactur 
and so also rendering of services. For the purpose of this 00K 
have used the term production and operations inter¢ jangea : 
Production management is concerned with the decision mal 
related to production processes, so as to ensure that outpl 


|. Storage is important both fo 
T Storing of 
i- received i 
a Shon ain oe (work-in-progress, where poddtieeeseg 
number of stages) and finished Sedans process is 
2, Transportation within the facto r output. 


ty Or organization is also n 
for carrying Semi-processed goods from one shop to atiother ter 


different stages of operation. Thi 
. This type of 
battery-operated slow-moving spall cack A es 
5. eager may information system (MIS) links all physical activities through 
an ellicient feedback mechanism and thus helps in enforcing control 


and/or correcting deviation from the pl 
an. It 
managerial decisions. al also provides the basis of 


Even thou 
Used interch 
have deline 


gh the terms ‘production’ and ‘operations management’ have been 
angeably for the purpose of the present book, we find many authors 
Bins aes the concepts first and then used it integrating the approach, 
é a ace with modern corporate practices. Without stretching the debate, 
in. that operations management is the management of the conversion of 


k a intended outputs, which may be either tangible (goods) or intangible 
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back In (he | ay (YM) while explatiatiyg (re model have potnted out y, 
Adam an! os era tons fnetion, while in the process of Conversion, 4 

a production ere table influences may cause deviation in aetual outnn 
unplanned ol eke euvisauted, They have categorized such taflucnees as ray Ul 
than what pea . ves ot whieh are strikes, Noods, fre, Wyghitratng, ete, Even hop 
ee ieee ec Intuences are for exogenous factors, Somme May Also occ 
: BS ar anes or intemal factors, In sueh cases, random Nuctuations al 


dback loop in the model ts intended to provide Key Informaty, 
suitable intervention, h, 


0 
t\ 


due . 
controllable, Fee 
as to ensure control over operations by 


While explaining the basic framework of production and sienna MANAKEMep| 
Muhlemann, A., J. Oakland and K, Lockyer, (1993) bide | : unctions of rd 
duction and operations management are interdependent; lence, dividing the 
two may destroy the conceptual clarity. Even though distinction between 
manufacturing and service operations ts difficult, in Hne with Adam anq Eber 
we can differentiate between the two on following counts: ' 

« Nature of outputs, which may be either tangible or Intangible 
Manufacturing operations are identified by tangible outputs, whereas, 
service operations are identifiable by intangible outputs. 

. In case of manufacturing or tangible outputs, consumption Pattern, 
continue over a time period, but for service operations or when outpy 
is intangible, we find that customers consume the same immediately, 

e Jature of jobs for manufacturing is more technology intensive, [pn this 
case, the usage of labour as an input is relatively less. However, for seryicg 
operations, we find usage of labour more than any equipment. 

« Degree of customer contact in manufacturing is relatively less than 
in service operations. This is because even though conversion |p 
manufacturing is essentially done for customers, their physical presence 
in conversion site is not tenable. However, since services are rendered 
direct to customers, in service operations, we find a higher degree of 
customer contact. 

¢ Customers’ participation in manufacturing operations is, therefore, 
relatively low, whereas, it is high in service operations. | 

e Performance measurement for manufacturing is quantitative, whereas, 
for service operations it is qualitative. 

However, distinctions between manufacturing and services on the above counls 
may not be always feasible with the changing technology and management styles 
and philosophy. To take an example, in the process of making organization 
increasingly customer focused for sustaining the competitive edge, we Mt 
an increasing trend to customize output using a flexible or job-shop lypé 
manufacturing facilities. In management strategy also, we find that overt 
priority is given to customers, whose feedback are used for effecting change 
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i Fae EHBIGE rm Production ¢ obvious problem of division 
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, : and operations management’ (POM) 
elle deHullon of POM wou 


and not Just @ Conversion ¢ 
es py optimum ullllzation of 
we sloth therefore, would be; 

| 


(el! Oplimum ulllization of resources 
Achieving desired quality in 
Achleving cost efficiency tn ¢ 
value-added activity 


value addition ts ensured by alteration trans 

© je a) 9 0 
Anercitfon is a process of change effected {n the i re Storage and inspection. 
ywure, for manufacturing and for rend of inputs, which ts physical 
ment of goods and services § 
move litt 1) rom one place to a 
rausportation also adds value from the customer's seeiarce alteration, 
gre mile available at different locations with better logistic s . when outputs 
nod example of value-added banking servi upport. ATM is a very 
pdisiribution chains make the outputs of 
diferent locations. This also adds value from the c 
also adds value to the customers, when org ustomers point of view. Storage 


anizations by ensuring the storage of 
guiputs in a protected environment to make the a 
P arentod of time, Same available to the customers 


We know that physical output, with a long shelf life 
lo make the same available to customers when they 
outputs in the form of data and information may be 


provider through their data warehouse, which a customer can utilize over a period 
of time. Inspection process adds value to outputs when through this process 
mganizalions ensure that the outputs conform to quality standards. 


Apart irom these, recent developments in POM (like making POM systems 
prpatible with environment yet efficient), are also offering new opportunities 

oanizations, Effluent Treatment Plants (ETP) not only reduce the harmful 
Y Products but also provide opportunities to organizations to maximize their gain 
Nistc recycling, generating energy (sintering plant for steel manufacturing unit) 


rences between 


yl! 
» theres, 
or 
inputs nab be a value-added transformation 
resources at Goods and services of the desired 
minimum cost. The elements of 
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foods and Services 
Transformation Process 


is stored by organizations 
require. Similarly, service 
made available by a service 


iby using recycled water for cooling towers, ete, 


Achieving zero defects through six-sigma approach to sustain a competitive 


“bc Is yel another new development in POM. Six-sigma suggests recreating 
¢ measurable process through innovation. 
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PERATIONS SY i 
MODELS FOR PRODUCTION AND O ‘oad valet STEMg ee under the cost implicaticn the variables in prod 
The objective of any production/operations system IS ne apie © Outputs (g f° ghoul the book, we have Used is an ebent cig operations 
or services) following a framework of activities. A samp I uction operas if! a: ario models f -olfs among costs. 
tically as under: ny ys or explaining the POM 


system can be expressed mathema 


Y = fle. Cor Coro?” c) 
c_are the inputs. 













where ‘Y is the output and C,, Co» Cy: **""** 
ations systems would again del 


oper anizati 
What should be the type of production/op ctions of on. To achieve its full potential, 


— ds on nature of prod Peng has 
on number of factors. Broadly, howtt™ or rp oducts /services me gy SCTVi cee Merkel! tae eo production/ Operation the organization. Even though 
and type of production. While nature o PU anking, teleée © any th, | actions thin an organization, functions | ke construed as three primary 
like, chemical. pharmaceutical. textile. ae ae are ngine mmunicat mi purces and information systems also on €. R&D and engineering, human 
BPO/HRO. etc.. the type of production/ operaulo y ering, prc Cese However we are not quite sure about th : eo 
extraction, cognitive. etc. “a varies depending on the nature © degree of interd 
g é ) ependence. | 
To determine the outcomes of proposed courses of action in POM, we . 4 iJJustrate the degree of interd I the organization Using a pie saat 


different models. A model is defined as a replica or abstraction of impo 
characteristics of a process. It explains the interrelationships between yay." 
factors of a POM process. By simulating models, we can understand the Problems 
if any, in a given POM system. In POM, we generally use the following type of 
models— aaiexnitin PK - 
Verbal /Written/Descriptive/Physical Models: lese MOCels are Cateng s | . organizations with thei 
under one group because of their commonality to explain the situation by ; . | al how they are iced oe still 
down to a manageable limit. Verbal /written/ descriptive models explain a situatig, ir competitors. Using BPO-HRO ae 
in words, while physical models explain a situation by a physical replica dup PE courcing their non-core activities. an é 
scaling down a machine or a structure. Physical models are also known as iggp}, cM can help them to achieve this _ An integrated supply chain management 
models. | | | ‘milarly, human res i - 
Schematic Models: These are shown by charts, graphics, maps of rout 65, B = weed which are ete lan ‘ 
network diagrams, etc. - | vi 
Mathematical Models: These show functional relationships among differen 
variables using mathematical symbols and equations. In POM, we use two types 
of mathematical models: 4 
e Optimization models, which help to analyse problems and suggest 
solution r 
¢ Heuristics models, which are some established decision-making proced res 
to solve a problem 
In linear programming, we try to achieve best feasible solution within some 
given constraints. This is one example of optimization model, which we use in POW 
Another example of optimization model can be a simple equation as under: 
TC =F + vN ; 
Here, we assume total cost (TC) is the function of fixed (F) and variable uml 
cost (vN). ae 
Heuristic model is a rule of thumb (e.g., set of steps) that we use in POMf 


ae able vital inputs for decision 



























Systems (HIRS) also mak 
inputs for POM, € available data 


PRODUCTION SYSTEM 


A in organizations, production system wide 
nature or because of the existing productio 


either as continuous or intermittent. Conti roduc 
| con . tinuous i 
facilities are standardized. Assembly soerspieh: fs eoalinuon ns 
pao —s ie rales of this type of production system eaten! 
‘type, € other hand, follows a flexible system to acc c 

ommodate ide variety 
i" Sie of different sizes, i.e., a job-shop type machine cia pia 
Shops or batch-type chemical operations. This type of production system is also 


Aown as customized producti 
uctio ‘ 
B isachontn p n system. Both the systems have their advantages 


ly Varies either because of the product 
n facilities. Broadly, it can be categorized 


MANUFACTURING PLANT 


Bef 
ore going into the details of production planning and control, it is also important 


a solution to a problem, which may not, however, be optimal. For line bale nc © introduce in bri 
, , . ee | rief i j i 
j.e., the assessment of total work to be done or performed on a line, duly br deo HCtory buildings, ae ae ; . aa es ia aaa 
the tasks and assigning the tasks to work stations, we use heuristic models. Her Plocesses and machining proc - aici a e scar ae oo 
| ' o their 


; 
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iscussions would be made here just to famiy leeds 
, details. prief d ; Ar? ce type of servic J are g- 
borate esa experienced the manufacturing environment, a ‘ and the lyf : Crviceg rendered b TLawed with the nature of products 
’ yave I : - awd ayes ‘ sy operations . —_ 
oe ey, non location of plant depends ona number of factors, Ike, proximity eve! nougn Vig the is Manage TU Is ey : ( panization 
: . “* = ts ‘ ‘ ‘ ‘ S, ° ‘ . . -) 
Decis oe -aw matcrials. labour, transportation and COMMUTE allon FACHILieg anizallOr aie ie Crucia] function nsidered as the first-level function 
the stiits f power and fuel. neamess to markets, ete. For rational decisions, 4 , if ane jhe ¢ Hency of this function Th »as organizational Kitten jependa 
availa y < : . Ce: - 


rg’ necds; It needs 3 tune 
net Sto Coordinate Cffe netion needs to be aligned with 


soa with the marketing and HR 
ndors and ultimately it requires 


ascisn weights to cach such cost factor and then © pare voll! ' 
assit ae ~ [{ needs te 
amen» : ’ Kdentily and devel 
ml “ esponsibility for the business réante 
< — S, 


7 il 


ic 
{! 


om * 
atios of one location over the other and multiply thaad 
§ 


(o arrive at the comprehensive figure of two alternative locations. This ts known 
dimensional analysts. Decision on plant location also involves decision on buyin 
or renting. considering the opportunity cost. 

Similarly. decision on factory buildings, i.c., single story or multi-story {s also lak 
based on the floor load. building vibration, noise, natural light and ventilat{, 


is the usual practice to 
the relative merits or cost! 


ful Operations Ma 
ces5 nagement Practices 
already clarifled that o 


yC « 


gue 


easy material handling, economic utilization of space, etc. In some Cased ane capital, mga adil knowledge and ‘nfs Process of transforming 
single-storied factory buildings may be desirable, whereas, in some: other Cases ‘ Obvious!y, operalions management pra ¢rmation) to goods and services 


multi-storied factory buildings may be more desirable. 


Service facilities include plant utilities and employees services. Some of the plan 
utilities are safety, pollution/affluent treatment and control. The services or facilit; 
of most of the employees’ are statutorily required to be provided. However es 
efficient management and to reap the advantage of increased employee motivation 
many organizations even provide facilities in addition to statutory norms, " 
Proper layout of the factory also forms an important part of Productig 
management functions. Layout depends on types of production system like. 


-ticeS also require interdepartmenta] 


prance Marketing, R&D, ete. 


thus, we can sum up a few im 


case of job shop or functional organization, the process type of layout {s More 
appropriate, whereas, in case of assembly-line organization, the product tyne of 
layout is more suitable. In addition, layout by fixed position is followed when 
heavy or difficult-to-move items are processed, like, shipbuilding; mixed layou 
(i.e., combination of product and process layout), is followed when multi-product 
are processed following the batch type of production system. 

Material handling is another important part of production management 
function. It indicates placing and positioning of materials to facilitate thej 
movement or storage. 

The most important function of production management Is production planning 
and control. which involve a series of activities to ensure the achievement of the 
objectives of the production department. 


OPERATIONS MANAGEMENT ~ - 


Like any other managerial functions, operations management Is also an important 
business function, which focuses on the process of transformation to create goods 
and/or services, keeping in view the customers’ requirements. Both the internal 
and external customers’ needs drive the functions of operations management, as 
every organization needs to adopt a customer-centric approach to provide the goods 
and services. Conceptually, operations management is similar to other managerial 
functions. However, specific focus areas are indicated below: 


® Recognition of customers’ needs 


e Designing the transformation process capable to deliver customers 
requirements 



















panagement practices as follows: 


portant areas for successful operations 


Understanding the process of deve] 
goals and objectives 
Understanding the techniques of short- 
long-range plans 

Understanding the importance of teamwork 
teamwork culture in organizations 


Understanding how the overall or co 
rs rporate stra 
specific actions taken at the operations level Strategies align with the 


Understanding the significance of ethi 
cal 
practices al operations management 


Understanding the concept of value addition 

Understanding how technology influences people and performance 
Understanding the effect of national level and international competition 
Understanding the influence of culture in operations management 
practices 

Understanding the concept of product-mix and how the appropriate 
product-mix can be selected for better synergy in a product line. (A product- 
mix is a type of product under a product line. Product line represents 
a line which produces homogeneous nature of products, viz., detergent 
is a product line for Hindustan Unilever and Surf, Surf Excel, Rin, Rin 
Shakti, Rin Advanced, Wheel, Sunlight, etc., are product-mix, i.e., the 
types of detergent) 


opment of realistic and measurable 
range, medium-range and 


and the methods of promoting 
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g the basics of labour relations and various acts ‘ 
raining to labour management nq 
{feet of short-term economic trends 


Understandin 
regulations pc 
Understanding the ¢ 


eretions Management for Small Dae Ee Ya 
ased in New Delhi. Being a large manufacturjy 
a number of small business entrepreneurs 
in the area. XYZ, as part of their social responsibility isaiay to train 
small business entrepreneurs. Basic issues of training are to make the 
small entrepreneurs aware about the operations management Practices 
particularly at the stage of start-ups. Accordingly XYZ, first made it clear 
to all small entrepreneurs. in and around the company that Operations 
management practices are essential for each and every. business. 
irrespective of their size, and at every stage of their life cycle, i-e,, Start. 
up or introduction, growth, maturity and decline. Small entrepreneurs 
are required to be extra cautions about the cash flow management, Which 
has direct linkage with the use of resources and inventories. They neeg 
to understand tools and techniques, which are important to develop 
customer-centric process, methods of tracking customers’ needs, ways ang 
means to achieve customers’ satisfaction and achieve the desired level of quality 
standards. There are other areas of concern in operations Management for 
small entrepreneurs. Those are not customer centric, but are very important 
areas nonetheless. These are vendor development, inventory Management, 
production scheduling, maintenance management (to avoid production logs 
for machine down time), etc. 
XYZ's such initiative, also benefitted the company, as these smal] 
entrepreneurs with the efficient operations management practices, have now 
become much more matured to supply XYZ cost-effective, quality materials 
on real-time requirement basis. In the process, XYZ’s inventory holding 
costs reduced to just half, and company’s financial strength reached to a 
new peak, giving them the opportunity to sustain and grow in a fiercely 
competitive market. 3 


XYZ is a leading company b 
company, XYZ is encircled by 


| 


qe 
(ee wy 
a 
ne erm decisions that are 
«ue! 
fare 
eration Strategy Factors 


(ct! 


shows how an organization develops game 
Operations function help the organization 
marketplace. 
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: n and O er / 
ver Wons strategy are—locat perations Management HL %) 
() 


imalcing or decision buyin 
"pany Intends to many 
( en the use of software, 


facili 
, g, Selection oy Dlanning, Selection of technology. 
acture or Provid € of products and services, that 
management-relat, «cclstons on information systems 
taken bas edd 


sting and planning, Capacity lane 


fie ecisions, etc. Tactical and even 
im oo Strategy are—production 
* ventory management, etc. 


yperations Manager's point 
1 


of vi 
“6 while adopting operations ew, it | 


S important to study the following 


Decision buying or decision makin 


Organizational structure (wheth 
coordinate all the necessary effo Ba it is 


Suitable to accomplish and 
and management style. 

. The information systems that will b 
information on production, pure 
elc. 

» Production planning, schedulin 
policy per 

» The quality of control and improvement methods that will be used 

« The productivity improvement methods for machine/manpower 

From the point of view of operations Manager, operations strategy, therefore, 


plan to derive competitive advantage. 
achieve a competitive advantage in the 


€ used to collect, analyse and distribute 
hasing, inventory, quality, personnel, 


§ and control, system and inventory 


OPERATIONAL CONTROL SYSTEMS 


Strategic controls are useful to the top management in monitoring and steering 
the basic strategic direction of the company. Operations managers also require 
the control methods, befitting to their levels of strategy. The primary concern at 
the operating level is the allocation and use of the company resources. Operations 
control systems guide, monitor and evaluate the progress in meeting the annual 


objectives of the organization. Usually, following steps are taken for operational 
control: 








OPERATIONS STRATEGY 


Operations strategy is a functional strategy. Basically, operations strategies are 
related to the process of transformation of inputs to outputs. Hence, such strategies 
provide the basis for any decisions at the operations level. Some of the indicative 
areas of operations strategy are—design of products (tangible and intangible), 
vendor selection, selection of appropriate process for transformation of inputs to 
outputs, production scheduling, etc. . 
Although strategy, per se, is more for taking long-term decisions, operations 
strategy are by nature more tactical and are more relevant for short-term an 
even day-to-day decisions. Some of the long-term decisions which are based om 


Set performance standards 

Measure the performance 
* — Identify deviations from the standards 
* Initiate corrective action to make good the deviations 

Bm nere are three types of operational control systems. They are budgets, 
tdules and key success factors. 
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ROLE OF OPERATIONS MANAGER 


3 _ operations managers need to Perf, 
ins on the nature of organization q 
> Dee anced functions like, planning. directing, coordinating Operation” 
Teiaion taking policy framing, controlling viene: Ee he 
con! antic power allocation, etc. However, this is ony 

cheduling, job-wise manpower a : 
ai ae list. Some organizations even assign the = as executive 9 ba 
to operations managers. In many organizations, we n € position of Chicy 


Mroduction ty p 
duct, , 
PF [pte eee Coor tion . “oduction and Operations Management BES 
naintain cont Ina : 
— regard to rote With other _ production 
* atlability and traf Sonne like, Sales Department 
a materials and sities ss M Dep Department for manpower 
°mMPonents artment for procurement of 















Manager is also required 
ent. 


uction Management js conc 


ad 
Operating Officer at the operations level. rot ction processes, so a €™med with decic; 
; The functions of a operations manager even though vary with the nature of ron livery schedules, a € that output etch a . 
the products or services. it can typically have following commcnanvces Pt gfaction The term ‘producti 6 fo quality and achievin e, selene: 
1. Production Planning and Control: This involves deciding the Course d sa a general sense, and in ‘e and o tions Sea cae 2 
action for actual production after the receipt of orders. Usually, Sales f in inction. We can only draw : ay’S context, we can hardly * use 
Marketing Department receives or books orders from the customer, * a vations in the context that sans distinction betceer si a a 
ype? ¢ uCtion 


send their requisitions for manufacturing to Production Plannin 
Control Department and progress the job to ensure the execution of 9, 


d 
of meeting the customers’ satisfaction. Effective production plannip os 


onve 
=ince both are the processes of ya] : 
control. therefore, ensure meeting the prime objectives of production i sinc Value additio 
; : me i . e cannot make loti is n and both enco 
to manufacture and to deliver, meeting customers’ requirements. “. other. a distinction bety mpass cach 


aye introduced the basi 
2. Production: After production planning and control, the next impo rtant ave 1 cs of 


function of a production manager is to ensure manufacturing or the 
production of finished goods in conformity with the plans. 
3. Imspection: After production process is over, inspection or quality check 
is necessary. This type of inspection is known as final inspection. However 
for the increased emphasis on quality control, many organizations noy 
also carry out in-process inspection. This minimizes the problem of 
rejection. In addition, inward inspection is also carried out for controlling 
the quality of raw materials and components. 
4. Engineering: Manufacturing or production activities are also needeg 
to be supported by design and development, which not only include 
designing tools, jigs and fixtures (this is done by independent Tool Room 
Department in large organizations) but also involves R&D activities for 


* are operations management 
production and operations Manager need to san level of management. 
also highlights the nature and type of strat PI a strategy. This chapter 
operations manager need to adopt. egy. which production and 















Storage: It is important both for ; : - 

semi-processed materials feocinaee sc ou taput materials. 
into number of stages) and finished soods or output ction process is divided 
Man Management Information System (MMs): It inks all physical activities 
through an efficient feedback mechanism and thus helps in enforcing g l 
and/or correcting deviation from the plan. It also provides the basis of seen 






















innovative product design and changes. ; decisions. 
5. Industrial Engineering: A production manager is also required to cany Value Addition: It is ensured by alteration 
} 1 . transportation. 
out periodic work snidy, following method study or work measurement inspection. pea Seu OE 





technique for systematic investigation of activities in order to ensure 
effective use of human and material resources. (While method study 
helps in finding the best way of doing a work, work measurement helps 
in assessing the time required for doing a job). 
6. Maintenance: Production manager is also responsible for time-to-time 
maintenance of plant and machineries to minimize machine downtime 
and consequent loss of production. While traditional concept is breakdown 
maintenance, i.e., to attend plant and machineries only, when they 
become dysfunctional, modern concept is Total Productive Maintenanct, 
which also calls for preventive maintenance action to minimize machine 
downtime. 





Heuristics Models: These models are some established decision-making 
procedures to solve a problem. Heuristic model is a mule of thumb le.g.. a set of 
steps) that we use in POM for Solving a problem, which may not, however. be 
optimal. : 
Operational Control Systems: It suides, monitors and evaluates the progress 
towards meeting annual objectives. Operational control is enforced throush 
Setting of standards of performance, measuring actual performance, idenufving 
deviations from standards and by initiating corrective actions. 

Maintenance: Maintenance of plant and machineries to minimize machine 
“owntime and consequent loss of production. 
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Job Description of Manager - Operations = 


The company is a domain-focused IT services partner of India's fay mou: 
technology company, apeciatzine in financial services, insurance and hes th-car are 
segments. i i ; 


Tentative Job Descriptions: i 

1. Data Center Management ~ a 

2. Server Management—System Administration including Backur /Restor 
Management, Patch Management and Aantivirus Managem 
Network Management (LAN/WAN) «ae 
Database Management (Oracle/MS SQL) | | sa 
Vendor Management ‘oe 
Validation Management as per the Client SOPs 
Change Management and Incident Management as per the ¢ lent SOPs 
First-Level Scientific Applications Call Support ye 


Desired Profile me 
1. The candidate should have eight to ten years of IT exper nce with thr 
to five years as a Team Lead/Operations Manager. 4 


2. The candidate should have experience in team management with t 
size of more than ten members. 


ONO PY 
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LEARNING OBJECTIVES 
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& of job can be more 
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(power | 0) Product) accurately, S| 
; an ing technique. Demand forec M, ete, og y. Similarly, optimum 
, ict ig control invento Astin also also be assessed using 
| my belps 'Y+ Production necessary to control th 
oo wevel demand forecasts ma ol the system 
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P 1 oduction Planning and ai ing operational decisions, sd not li ey eet 
Control —— 
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planning involves the decision on how the 
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. After reading this chapter, a student would be able to: © 6 “ r | 

; «s/n c 

¢ comprehend production planning and control, ie, the concer | ae 
Mae yt ‘ ek 


- He 
and differences ' fi ms 


‘ 


e know the production planning functions a 


4 


Z- op 
~ management function, clearly identifying th 
| ita element of the entire process, Thee © production planning and control as a 


¢ be familiar with the steps involved in the product pl 
process — 


® appreciate the objectives of production planning 


e understand aggregate planning goes far beyond the activities of the production department 
e know the Master Production Schedule . 
° be familiar with the Capacity Requirements Planning PRODUCTION PLANNING 


| Securing orders and executing those to the customer’s satisfaction are the two 
" primary objectives of a manufacturing organization. Production planning and 
' control by definition is the management of the process of executing orders. This 


_ process includes Planning, Scheduling, Dispatching, Loading, Progressing and 
Controlling. 


INTRODUCTION 


roduction managers are required to forecast future events 

which have potential effects on their activities. Such forecasting 
may either be a long-run estimates or short-run estimates of 
demand. While discussing the planning functions in Chapter 
2, we have already detailed about the forecasting function. Al 
the forecasting tools mentioned in Chapter 2, also hold good for 
production forecasting. Hence, in this chapter, we would no 
discuss the forecasting details here. From production managers 
point of view, forecasting is important for planning, scheduling | | 
and controlling the system to achieve efficient output of goods "rocess engineering differs from product engineering and is the function that 
pe ee ON _e it. AS a product engineer, the production manager develops experimental 

Planning of the system is done by the production managers) ate and models, to test their utility, before making the part prints of the 
forecasting aggregate demand, and it helps to design or redesily a | cd 
processes to keep pace with the demand. To take an exampt Production planning is defined as a systematic way of determining manufacturing 


Methods for a product so as to achieve both economy and customers’ satisfaction. 


what should be the degree of automation (semi-automated ort! bro; 
automated), types of production facilities (assembly line, Job> 0 ‘Oadly covers identifying, devising and specifying tools, equipment and processes 
“°lverl raw material into the finished product. 


or intermittent), etc., can be assessed through aggregate dem 
analysis. Similarly, using long-run estimates, capacity pia™ 


is also done to decide about expansion of capacity, 


Once the product is designed, the production manager needs to put together 
plans for manufacturing the product. To manufacture the end product from the 

part prints, product prototype or drawing, a production manager has to develop 
and follow a streamlined process of sequence of operations. These include the 

selection of tools and equipment for manufacturing processes to attain the desired 
quality levels and pians to achieve economy in operations. This function is also 
known as process engineering. 
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as of Product Planning 


Determining the manufacturing process 
Deciding the sequence of operations 
ascertaining the requirement of equipment, tools and gauges 


Outlining the norms for implementing change in process, 
equipment when drawings or part prints need to be altered 


Assisting in Product Design development 


Functi 


Scope of Production Planning 


On the basis of the above-mentioned functions, the scope of a production Plan 
can be understood: ! 


1. Identify and state the purpose of production—This should include the 
item name and code of the product, the quantity, volume or lot Sizes 
and raw material specifications, etc. 

2. Sequential list of operations—This should include cycle time for completing 
the production process | 

3. List of technical specifications, for the different manufacturing stages as 
well as for quality control | 

4. List of equipment, machines, tools, gauges, jigs, dies, fixtures, eto 
required for the different stages of production | 

5. 


List of specifications to be followed to achieve optimum performance 
standard, e.g., cycle time, set-up time, output level, etc. © 


‘Steps in Production Planning 
Careful planning and adherence to procedure can help production managers 
resolve problems that are likely to be encountered. These steps.are as follows: 

1. Clear definition of the requirements and conditions of the production 
process | 

Allow for continuous improvement in the production process 

Create a list of all the basic operations in the process _ i eer, 

Determine the most economical and efficient manufacturing methods 

Create a detailed list of all equipment required uv) 

Decide sequence of operations . nny 

. Identify gauging requirements | a 


Production planning and process planning are terms used to define the 
in different organizations. Similarly, organizations also tend to use Production 
planning and production control interchangeably. Yet, here there is a small difference 


> 


NOP ON 


since production control is the execution of the production plan. This can be better 


understood once we define the objectives of production control. aa 


OBJECTIVES OF PRODUCTION CONTROL ek : 
1. To submit good delivery dates to customers | ~ a 
2. To achieve on-time deliveries : ase 
3. To make optimum use of manpower and machinery ar. 


tooling oF 


same function 





Productig Planyi 
e Work-in- " Planning and Control Wasa) 
TO ensur rant Progress (WIP) — 
9 eliminate production delays a M NS at minimal levels 
ro build database for Proper planning anges In the production plan 

















if objectives listed above, we can 
fot ction control. They are as follows. 
od ing for deve] 
(Basic plann elopin 
|. priods for customers, ete, & Polley decisions, Stock holdings, delivery 


pre-production planning that 
controlling the receiving of orders = 


ordering of make-and-buy item 
anning and stock contro] ° Including direct ordering, requirements 


Manufacturing control, including: 

(a) Shop load analysis 

(b) | Shortage control - 

(c) Avoidance of potential] delays 

(d) | Production scheduling 

(e) | Maintenance of progress records 

5, Inventory management.and store keeping 


organizations that offer competitive delivery dates to their customers are 
pound to attract more business and show a healthy growth. When making such 
oflers. organizations have to take into consideration the sequence of activities 
jssociated with manufacturing and delivering the product. This production chart 
ihen needs to be matched with the quoted delivery period. To avoid making 
ynrealistic commitments on delivery dates, there is a need to balance factory 
capacity with load. This is done through order intake control. Balancing factory 
capacity with load is not possible in isolation. Systematic capacity planning is 
done by forecasting the volume of business and adjusting the factory capacity 
with the projected load. 

However, the task doesn’t end-here. Continuous and systematic efforts need 
to be maintained to ensure on-time deliveries. Some reasons for not meeting the 
_ delivery dates could be: | 
(a) Insufficient manufacturing capacity ' 

(b) Scarcity or non-availability of materials, tools, fixtures, etc. 

(c) Inadequate specifications or instructions 

(t) Unforeseen circumstances, e.g., breakdown of machinery, absenteeism, 

labour problems, quality issues, etc. 

(ec) Production sequence not meeting plan requirements | 

__ Ordering, which involves the decision on make or buy, requirements planning 
/ stock control, is the function that ensures material aera fm pate 

- In Cases where confirmed orders for the parte ie shapers ae 

sluatinn quantities are.recelved, the Gree tacit ze ainceui of goods 

D fo. ae in which the same material is used for the man mae aes 
“illerent customers, the requirements planning technique is used. 


al 
SO derive the Possible functions for 


Pacity planning and also 
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gment of the future demand for the same material. Anal 
and taking averages maintain stock control, To Tit 

of stock-outs, the shortage control procedure proves efflclen i. 

This involves a regular cheque on the availability of matertal . 


before they are issued from the store. This technique also helgann 
and work-in-progress, : PS th 


load analysis technique proves useful in getting the optimur 
ear ee Load on each section when balanced with capacities 
us to identify under and overload situations. As a result, plant and manpoy. 
resources can be redeployed to batance the distribution of load and Stisurt 
optimum utility. - 

Pre-emptive action needs to be taken to reduce possible delays caused 
unforeseen circumstances like machine breakdown, labour unrest or reject; 
Routine preventive maintenance makes provision for delays caused by absentee. 
or rejection. It also helps in identifying reasons for the delay and measures th 
could alleviate the problem. at 

Frequent absenteeism can be tackled by boosting the morale of wo 
Otherwise, proper production scheduling can reduce production delays. 

The last important function of production control is that of maintainin 
MIS records, gathering data and building a historical database. This could 
the basis of future organizational and production planning successes. 

To sum up, the basic functions of production control can be broaq 
classified as: , : y 
(a) Planning 
(b) Scheduling 
(c) Routing 
(d) Dispatching and Progress Control 


ved by an asses 


Tkerg. 


e 
form 


ROUTING 


The final production planning for a plant is fine tuned at different stages. Routing 
specifies which work stations are involved in the manufacture of different products, 
product parts or sub-assemblies. This is a very crucial part of capacity planning, 
It is routing that makes product traceability possible, if required, which by fixing 
responsibility also contributes to product quality. Routing sheet or route sheet is 
extensively used for product traceability in ISO documentation. — 
A route sheet for a tea blender that markets packaged tea under a brand 
name and gets supplies both from its own gardens and from the auction market 
could typically be: 


Description Grade 








Lot No. 
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J ue the Lot No. on this rout 


es — | 
py a control number. Th heet. 


Each 
ll ya ne above sample, ‘SJ’ g is pee Specify apie rg espe and is 
a js route sheet has been py ep Point of origin, e.g., 
wll , 
Ps ind 


pe Quen 
gichl 


nid sl i 
churamaml Dust, etc. 


\fanufacturing begins from the dispate 
ontrol, when the job and material iden a Phase of production planning and 


f the Master Prod 
ihe operations O oduction Sch 
al individual parts, orders are Aarauhan (MPS). For jobs that comprise of 


jn either be centralized or decentralized, 
and involves: 
» Checking materia} availability 
» Ensuring all drawings, part lists mate 
; . ' ’ Tial lists 
instructions and production aids are readily sa process 


‘ ne quality control instructions for inspections, checking schedules 
etc. | 


The main activities involved in dispatch are as follows: 
* Work assignment to machine and shop floor 


* Assign responsibility for issue of materials, tools, gauges and fixtures to 
stores and other departments 


mars forms to gather information on production, cost data, payroll, 
ete. 


Allocate responsibility for progress monitoring and change control authority 
in unforeseen circumstances 


AGGREGATE PLANNING 


Mtile the primary objective of the Production Control department is to achieve 


(rational efficiency in production, by planning and scheduling operations, 
*® has the responsibility of intermediate and long-run planning. This kind 


O plan: 
manning is closely related to demand forecasting, adjustments in production 
“Elly, ™m, 


Ng sub 


anpower requirements, timing of investments, new production facilities, 
‘contractors, ete. It cannot be planned for individual product lines and 


a ES OS ELEY 
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4 an integrated approach for the organization as a whole. This fg Whay 
1OLOW & . 


as aggregate planning. 
‘orks to ma 


Aggregate planning 

to mect demand Laat wen Ta quantity 

iza on <¢ < 

demand of an organ 

and long-term periods. 
While preparing an a 

need to be met: 

To provid 

organization's comp 


ke the optimum use of organizational resour 
focus on the collective levels of capae| 
and timing of output for Mediiin 


sgregate plan for any organization, the following Objective, 
e levels of output. inventory and backlogs in keeping wip 
rehensive business plans 
To balance resources with load for optimized capacity utilization 
To maintain a consistent approach in arin aii in Keeping 
with organizational policy on hiring, overtime, layolls, etc. 
Organizations use different approaches when aed ene aggregate plang 
varying the number of manpower deployed, the inventory ihe S or sub-contraet{p , 
Each approach has its inherent advantages and disadvantages. 


the 































Steps to be Followed in Aggregate Planning 


1. To begin, it is necessary to decide on the level of aggregation that {, 
required. Is it required across all product lines (for organizations with 
multiple product lines) or only for one? Then we need to take into 
account the kind of capacity available, demand of the products, timjp 
of investment, manpower requirement (including layoffs, Specializations 
and flexibility for cross-sectional jobs), etc. 
Then we need to determine the measures to be taken on production ang 
capacity. These could be computing the required man-hours, direct Jaboy 
costs, number of units (weight or volume) produced, value of production 
(or capacity), etc. viel 

So in effect, aggregate planning is the means of balancing capacity managemen 
with demand management. Changing manpower, varied working hours (overtim 
or time reduction), need for subcontracting (to off-load jobs), new equipm | 
requirements, etc., are some factors that need to be taken into account for effectly 
capacity management. Factors that affect demand management are new produ 
launches, sales promotional activity, pricing, etc. == | 

Aggregate plans that are made taking into account controllable vartables, 
such as employment, idle time, overtime, part-time, plant capacity, inventories, | 
sub-contracting, back-orders (where customers are willing to wait for delivery), | 
etc., are those that have adopted pure strategies to account for fluctuations In} 
demand and uncertainties of the production process. 


Aggregate Planning Methods 










As mentioned earlier, methods for aggregate planning differ across organizatlo 
Yet the one constant method fs that the top management always provides 4 
basic guidelines to work on. Effective aggregate plans usually follow the guide 
mentioned below: : 
1. Consult organizational policy on controllable variables 
2. Apply proper forecast technique as basis for the plan 
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petermine the correct units 


Prodycy 
ti of roductign | ‘Manning and Control 
Maintain a stable Workforce “Apacity 


I. Manage inventories efllctently 


puild flexibility In plan to ada 


gvaluate and check Plang at iter Ulure changes 
r Interya} 
MASTER PRODUC ° 


ON 
ut, the MPS further break SCHEDULE (MPs) 


| iply P 
ps ye produced In different tf WN the aggr 
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"> of motors to be prody rlods, If { 1 terms of specific 
er of Pp ced each he aggregate plan specifies the 


yu and sizes of motors to be 
ype 


eo 


of cha 
gjusting 


function 


Month th 
Produ * Me MPS q 

; the production activities af Ced fn different mo etalls out the different 
j t cr the nths. The MPS, therefore 

os sand “pacity and mat fale ction plan ts made setting 
volume and component leaq time rials, g 


: oh 8 rom one 
is finalized, it 18 updated from time to time keepin 
Pace with the progress 


nges, if any, in the production Sche 
g dule, Th 
to changes required, to ayojg affecting nab rn nee 


ql 


Zovern the time intervals 
0 several months. Once the 


s of MPS 


ye functions of an MPS are as follows; 


row —- WW re 


coNn 


on > 


 inaterial re 


To convert aggregate plans into s 
To assess alternative schedules 
To finalize material requirements 
To determine capacity requirements 
To focus priorities 


To optimally utilize the available capacity 


Pecific end items 


Start from an aggregate plan 


Identify and schedule common modules wherever possible 
Load facilities realistically 


Ensure timely release of orders 
Closely monitor inventories 
Agilely reschedule as and when required 


CAPACITY AND MATERIAL REQUIREMENT PLANNING 
quirement planning (MRP) technique makes it easier to decide” 


iis : 
ii 7 ses Uming for procuring materials as per the MPS. While capacity 
MNP vr : palek (CRP) helps in determining the capacity requirement of 
lehiio ae machines to achieve the objectives set by MPS and MRP. The 
Bont a Integrates all managerial functions such as finance, marketing, 
MWadiy., Cngineering with production planning and control is MRP-II. 


with the help of computers these techniques are used more effectively 
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days. enterprise resource planning or ERP software ts Wide} 
\ ios ly 


se 
ip across the globe. 


and efficient! 
used in organization® 


CAPACITY PLANNING 


Capacity planning is done to estimate the requirements of machines 
ower so as to achieve the production targets. In helps to detersnine Capagy 
me adjustment of capacity matching resource availability, lo cope with dema ly 
quctuation. With a stable demand pattern, the task of capacity planning becom 
easier. while with a fluctuating demand, the task becomes complicated for obvio Cg 
efforts required to the optimal utilization of available resources or new resour 
acquisition, as may be case. Excess capacity would minimize productivity; where = 
under-capacity would put strain on customer services and long-term growth as, 
profitability of the organization. For effective capacity planning, production 
operations managers need to consider factors like, machine standards, Product; 
cycle time, labour productivity, multiplicity of shifts, plant efficiency, sche dulin, 
delays, maintenance problem, power failure, absenteeism problem, other eventy 
manufacturing problems, like, improper design, inherent process bottleneck, 
unavoidable rejection, etc. In addition, capacity planning decision also consider 
the scope of job sub-contracting, make-or-buy decision, manpower inventg . 
manpower planning, etc. The whole exercise ultimately helps to compute the 
available machine and man-hours, matching the production target. . 
For better comprehension, we can list the factors as under: 


Identify Items to be Manufactured for both the Present and in. the 
Near Future: This identification process is quite simple since the company’s 
order booking position clearly spells out these details. However, more dynam 
production and operation manager may even keep in view the market sentiments 
and perspective plan documents of the organization. _ 1. STR 

Determination of Standard Output Information: Standard output rate fo, 


each job or operation can be made available from machine literatures, which indicate 
the cycle time for each job unit. But this may not be always correct, as it is done 
based on the predetermined motion time standard. Many organizations, which have 

considered machine literatures’ cycle time as the standard time for compensation | 
planning, are now experiencing difficulties for obvious labour unrest for improper 


job correlation. Therefore, standard output rate needs to be determined by 


evaluating the organization's specific standard time duly carrying out the time 
study. Route sheet or process sheet to a great extent can supplement even efforts 


but may not by itself be able to speak the truth. 

Determining Quantity to be Manufactured: This is also another important 
factor for capacity planning. 

Labour Efficiency Rate Determination: This can be determined along with 
the standard output rate determination by carrying out time study. Selection # 
qualified worker (as sample) and the decision on the performance rate are some 
of the important issues involved in this process. + Aa 


Plant Efficiency Factor: Determination of plant and machine efficiency du 


considering the idle time is also important for effective capacity planning. Ma Ee, 
idle time increases due to various reasons like scheduling delays, breakdo 


preventive maintenance, production change-over (which increases set-up un 
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{I 
oi tate has mad 
_ najuli Tea ae oo availab] i ) 
ona} of per Kg ‘made tea’ in a day, ® following information on grading and 


weking 
Job description © 
oi escription © Standard : 
1 Eg oe per Ke ne Required Average Qty 
9 (in minutes) required per month 












7.” Arranging the made tea. 
on wire mesh» -s3-0 5. 


"9, Running of machine. ; 
| - Storing the Graded tea © = 
in aluminum bins. ~ 

: 

; tea in the packets of 
~? various sizes 77% 2375" 


[| 4. Printing the graded < Se 5 





For all the above operations, the use of wire meshes is compulsory as it helps 
more accurate grading through subsequent machine nuns. Based on the above 
inormation, estimate the requirement of wire meshes and manpower, assuming 
kbour efficiency rate of 75 per cent and plant efficiency rate of 80 per cent. Assume 
a particular wire mesh can run for 100 hours a month, as it requires a thorough 
clearing every week. Nature of job does not warrant multi-shift working and one 
operator can operate two machines. 


Solution 


1. Compute the total required hours by multiplying standard time per Kg (in’ 
hours) by average monthly requirement. Since, the standard time per Kg 
is given in minutes, to arrive at total working hours, it should be divided 
by 60. | 

Since labour efficiency is 75 per cent, running of wire meshes, i.e., the 
equipment is restricted to the extent of 75 per cent and, thus, the above 
Value is needed to be divided by 0.75 to arrive at the adjusted equipment 


running hours. 


tO 
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Similarly, to arrive at capacity hours considering 80 per cent utllizat 
of the wire meshes. the adjusted equipment's running hours are ne on 
to be divided by 0.80. Cdeq 
Finally, the requirement of the wire meshes, t.c., the machine {s deg} 
by dividing the adjusted capacity hours by available hours per maak 
which is 100 hours per month, as indicated before. Refer to the Ta 
‘Calculation of Machine and Manpower Requirement’ on the follo Able 
page. Wing 

Therefore, the number of operators required would be two 
requirement of wire meshes is four and one operator can operate tw 
machines. 


Sekt toe Cie 
rated 1 


on single 
shift 


Machine 2 


hours @ 80% requirement — 
_ machine 


1 
‘1.81 





Capacity 


since, the 
he 
Oo wire Meshes 


utilisation 
Soy py yy. 
ya 
108.33 


* 180.55 — 


PROCESS OF CAPACITY MEASUREMENT 


For an organization, engaged in manufacturing of a single product or homo 
products, capacity measurement is relatively simple, as it can be meas 
terms of number of units per unit of time, ice., daily, weekly, monthly or ann 

To take an example, a scooter manufacturer's capacity can be understood in ; ally, 
of number of scooters produced in a month. While for a shoe manufacturer : 
measurement can be done in terms of number of pairs produced in a Re 
However, for organizations engaged in the manufacture of multiple aeoiea 
capacity measurement in terms of definable units per unit time, becomes dine 
for the obvious sharing of common manufacturing facilities. In such cases, cq =i 
may be defined in terms of available labour hours or machine hours. To fake 


example, for a job-shop or an intermittent type production system, Capacity can 
be measured in terms of labour or machine hours. 3 


G€Nougs 
ured 





~. hours @ 75% 
57.77 
57.77. 
86.66 


Total hours _ Equipment running . 
labour efficiency 
144.44 


given qty 
3 A3.39°7) ‘: ae 
43.33 
65 
~108.33 


required for’ 


DIFFERENT TYPES OF CAPACITY 


Capacity limits the capability of the organization. Although such capability 
limitation can be overcome to some extent by introducing multi-shifts or by 


subcontracting, but, by and large, such capacity can be quantitatively described 
as follows: Bhs 


Average 
requirement 
per month 
(in Kg) 
1300 
° 1300 
1300 
1300 


Licensed Capacity 


Calculation of Machine and Manpower Requirement 


Standard 


time/Kg (in 


This denotes the actual capacity licensed by the concerned government authorities, 
Before starting the actual production, an organization needs to declare such 
required capacity, which government authorities finally vouch after due inspection 
of available facilities in the organization. In reality, a particular organization 
may obtain higher licensed capacity, keeping in view the future expansion 
requirements. * 


minutes) 
2 
2 
3 
5 


Installed Capacity 


It represents capacity in terms of machines actually installed. Machines procured 
for installation have some defined capacity, as provided in their printed literatures. 
Summation of such capacity gives a total installed capacity. As explained earlier 
installed capacity may not be exactly at the same level of licensed capacity for 
the obvious less installation of the plant facilities by the organization, without 
adequate commercial run. 


Job description 
5 graded tea in 
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Putting the. 
graded teain’ 
tea packets 
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> j Running of 
» / Storing of © 


Total requirement of the wire meshes = 4.33 
Net requirement of wire meshes = 4 . 
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rating decision. 
MATERIALS REQUIREMENT PLANNING (MRP) 


i entific technique for planning and scheduling materials requir 
jet i combines inventory control with the production planning tnd 
dependent demand condition, utilizing inputs from MPS, Bilis of Materials (Bo t 
and Inventory Status Report (ISR). MPS, as explained earlier, expresses 
ageregate plan in terms of specific items. BOM expresses how the end Prody 
is to be manufactured, duly detailing all subcomponents or sub-assembly it ct 
their sequence and quantity, work centres performing the respect job Sequence 
etc. ISP. on the other hand, provides a detailed information on inventory stat. 
of every item. Such status report also contains information on safety stock level, 
procurement lead time, vendor rating details, etc. ) 

MRP helps in reducing inventory and lead time (both for production ant 
delivery), giving more realistic and achievable delivery schedule to customers a 5 
finally helps in increasing efficiency. 

A typical MRP Report for a single item may look like this: 


actual perform 


Item Code =: 
Lead Time =: 
Report Date 


Particulars 


XLM 2169 Seat Cushion 
Two Weeks . 
O week 


Gross requirements 
Scheduled Receipts — 


Aveilableonhand 25 25 25 25 
{at the end of the 
| week) 


Net requirement 175 


Planned order 
Release (beginning — 
of the week) | 


175 


MRP Report for Seat Cushion 
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Master Production Schedule 


terms of specific items to be produced in di 
in diff tim 
plan specifies the number of : crent time periods. If the aggregate 
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planning is done to estimate the requirements of 
ie . as to achieve the production targets. In helps 
etermine the capacity and the adjustment of capacity matching resource 
7 rae. to cope with the demand fluctuation. With a stable demand pattern, 
, ‘ ask of capacity planning becomes easier, while with fluctuating demand, the 
ask becomes complicated for the obvious efforts required to the optimal utilization 
Of available resources or new resource acquisition, as may be the case. 
Materials Requirements Planning: MRP is a scientific technique for planning 
and Scheduling materials requirement for production. It combines inventory 
control With production planning under the dependent demand condition, 
NUlizing inputs from MPS, BOM and ISR. 





To secure orders and to execute those to the customers’ satisfaction are 
the two primary objectives of a manufacturing organization. yen 
planning and control by definition is the management of the 2 ae 0 
executing orders. This process includes planning, scheduling, da Ae 
loading, progressing and controlling. Once the product is designed, ‘fa 
production manager needs to put together plans for manufa ea 
product. To manufacture the end product from the part prints, Pare 
prototype or drawing, a production manager has to develop and ° a 
streamlined process of sequence of operations. These include the sele 
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REVIEW QUESTIONS 


REFERENES ——SSSSSSESSESSS 
I. 


2. 


_ What is routing? Using a ro 





tions and scope, 
an? How is a production plan iffereyy 


ction planning. Explain its func 


Def du 
alae volved in a production pl 


What are the steps Lab 

from production con ute sheet how can we establish product traceabilitys 

ae in olanning? What objectives do we achieve using an ACErepate 
a gere, 


eed t are the factors that ) 
Explain the term capacity planning, What are the lac at we consider tn , 


capacity plan? 

Short Notes: 

(a) Ordering 

(b) Installed Capacity 
(c) Rated Capacity 
(d) MRP-II 
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New P rody 
Developm ma, aaning and 


LEARNING OBJecTIVes 


¢ learn about prod 


UCt OF service |i 
¢ know the proces ce life cycle analysis 


| S selection 
° comprehend the break-even analysis 


ley INTRODUCTION 


Ne product planning’ and new product development’ come 
under the purview of marketing management. Planning and 
development require the active cooperati ’ rae 
the company tEatiier, peration of the technical wing of 
departerte , Paien esearch and Development and Engineering 
- Prod selection is choosing the products that match 
market requirements. This covers not only new product planning 
and new product development but also covers improvement in 
existing products by addition/deletion of product features in 
keeping with changes in demand. 
Thus, product selection process involves the following two 
activities: or 
e Introduction of new products 
¢ Improvement of existing products 
New product development or selection is required for any of 
the following: 
°¢ To combat sluggishness in the growth rate of the 
organization 
e To replace short-lived products 
¢ For the optimal utilization of surplus capacity in terms 
of available physical facilities, managerial expertise and 
workmen skills 
°  Todeploy manpower-rendered surplus due to organizational 
restructuring after technology changes 


. 
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Industrial Management 


To use the surplus funds 
organization 

To enhance the image of the o 
with new product ranges 


¢ To meet the new requirements of the customers 
However, improvement of existin 
reasons: 


and increased borrowing power of 4 
: : Ty 


rganization and improve the market Visti}, 


g products is done for the follow, 


¢ To give existing products a new look 
* To utilize existing equipment and manpower 
¢ To satisfy immediate needs of the customer 


* To increase sales by providing new advantages like more func 
maintainability, multiple utility satisfaction, etc. 
¢ To increase the market share 


« To develop customers’ brand loyalty 


¢ To achieve economies of scale by producing bulk quantities 
e To increase cost efficiency 


The first four reasons are short-term objectives and the others are lon 
objectives for improvement of existing products. 


Honabitity 


§-term 


NEW PRODUCT SELECTION OR DEVELOPMENT PROCESs 


This is a complex process, which begins with idea generation and continues tj} 
commercialization. The process requires coordination between various departments 
The process can be broken up into the following stages: 


Exploration 


New ideas are sought from the sales force, since that is the department which is in 
constant direct contact with customers. The analysis of customer needs also takes 
into account competitors’ products and services. New ideas are also generated 
from the consultants, shareholders, management employees, report on foreign 
markets and products, trade journals, R&D laboratories, other research, ete, 
However, technical feasibilities and market potential have to be: kept in mind 
while examining new ideas. . ie 


Screening 


While choosing the most effective ideas, guesswork or hunches are not reliable, 
To ensure a more scientific and less risky selection process, it is necessary to 
keep in mind all possible quantitative, as well as, qualitative information. Keeping 
in mind the organizational objectives and available facilities, the following must 
points be considered while selecting an idea— 

e Market potentiality f 

e Technical feasibility of the idea 3 | 

¢ Does the idea fall under any intellectual property rights or paten 

regulations? 


e Raw material supply position—at present and in the future 


ia esting th 





New Pro 
duct Ph»: 
and tanning and Development WeXeq] 


ting prod 
no exis - a uction facllitteg 
FT Coa ee RUON Of the NOW Ides oUtCe avai 
he level of investmen{ required Idea? ability remain sultable 


can the company generate thi. 
4 gources? 


if borrowing 1s a must, Cos 


Ol bo 
noes profitability Projection 4 wing IS a factor 
‘ investment? Nalysis 


profitability projection Study can be Made gj 
CTS x CCS AV y my ng following 


Vel of re 
quire Investment from internal 


Suggest adequate return on 


‘ formulae: 
gj Pe TPC | 
Where, : : 
Pv = Project Value Index 
TS = Chances of Te 
c scale, which a ee ane ao ane 
ccS = Chances for Commercial Success, on a scal 
AV = Annual Volume of total sales in units wees 
= Profit per unit ’ 
tL = Life of Product (in years) 
TPC = Total Project Cost 


However, a More simple approach, a 


S under, ma be 
ke net probable return per rupee: 3 y be considered to arrive at 


» I = (NIC) 
Where, 
[ = Index of relative worth 
P = Overall. probability of commercial attainment of goal 
N = Estimated net return for an arbitrary five-year period 
C = Estimated future cost 

In addition, 


point system and graphs also can supplement the profitability 
projection analysis of new product. 

Business Analysis: At this stage, technical and economic factors, like 
manhours, cash flow, inventory holding, etc., are analysed to evaluate commercial 
asibility. This will ultimately facilitate the budgeting process. 

Development: A working model is developed at this stage to evaluate the 
Paclicability of the new idea, by studying the acceptability of customers to the 
Working model. Most companies use product life cycle model at this stage. 
Testing: Redesigning of the working model into a production prototype and 
¢ market before bulk production. 

Commercialization: At the final stage of a new product planning, agen 
«lo be made whether to make or buy components; production sarees gt 
Q be (eveloped; distribution networks activated and the new ae lame 
Mevrate With the organization's normal activity, and satisfactory sales 
‘ Protitability have to be achieved. 
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Industrial Management 
PRODUCT/ SERVICE LIFE CYCLE ANALYSIS 


attern of demand throughout a product's life spay r 
f the useful life span of a 
, tifies the patterns and stages © Proceg 
iret acegaae ch is commonly, used in marketing management literature States 
that a product is supposed to go through a number of stages, as shown below. 


New Prod; : | 
PROCEg¢ a uct Planning and Development 369 
_ facturing process fs of ¢ CTION 


yr oducts. It ts the Ung of 

Mae yrodu tate most {mpo g Inputs into out 
(he APPFOPHETS PFOCeSS Selection, Patt Of pr Pu's and adding value 
atl while maintaining cost efficie 0 NVolves ge 7 Uction/operation function 
raat ‘ vital strategy decision, NCy. This is why ape the desired Output and 
su lt to change it due to the 0 “ a Process Is Beh tlate process selection 


1 on various OUS cog d and imple 
; depen¢ habe factors, but * Implication, The ie hai it 
pruance, e's ng SPecifications re ASIC objectives are of paiement 
qui amoun 


(iP weneSs: Tem 
. waive |= 
clive lent and achieving the cost 




























This analysis covers the p 


Stage 1 


This is the introductory 
a place in the market and prove it 
two stages, product development an 
this is taken as one stage. 


or launching stage when the product/service has to 
s worth. Sometimes, this stage is broken int 
d testing and introduction. Here, however 
eactoFs Influencing Proces, Selectj 

t affect the pr _ 
Stage 2 ge factors tha | PFOCEsS selection are discusse 
Once the product/service has general acceptability it passed to this stage, Which 2 and Variety 
is the rapid development phase. At this point, manufacturing and distribution 
system need to be streamlined, through method study, work measurement, Vale 
engineering, ergonomic or human engineering techniques with suitable Changes 
-in technology, if required. At this point, when the demand for the Product/seryicg 
peaks, it calls for an increase in output volume by the organization. . 


hines and compl uire multi-skilled w k 

urpose mac PlEX production orkers, general- 
, job-shop type (intermittent) or a batch ore and control systems. Here, 
Stage 3 | Rai 

This is called the steady stage. During the rapid development phase, the 
competitors try to capture market share by introducing similar products /service. 
Due to this, the growth rate of the product/service slows. This is also termed ag 
the established stage. 


Capacity of the Plant 
the choice between a job-shop type and 


Flexibility 


flexibility allows an organization to Satisfy varied needs of the customer. When 


the flexibility of production is high, then the 
' r 
manufacturing process. process needs to be an intermittent 


Stage 4 . 
This is the declining or phase-out stage in the life cycle. At this point, the demand 
for the original product/service dies out or disappears from the part, either due 
to changes in customer taste or due to any technological breakthrough. 


The different stages in a product/service life cycle can be shown in the form 
of a graph, as in Figure 17.1. 


Lead Time 


Faster deliveries, to a great extent allow an organization to remain a market 

kader, whereas, delays eventually cause decrease in the market share. To ensure 

eal to delivery schedules, batch production process would be selected 

oe ere is a variety of products, and where there is uniformity there would 
mass production. 


Sales & 
profit (£) 






~ SALES REVENUE 


Development Intro | Growth 


Economy of Scale 


It is j Lae | , 

ae to have an optimum utilization of machine and manpower to 

ae Cost efficiency in the production process. This is an aspect that has to 
"sidered while selecting a manufacturing process. 


LWironment 


Envi, 
ng, chmental issues are increasingly’ being considered, while selecting a 
lacturing process. To take an example, plastic moulded butts are replacing 


Figure 17.1: Stages in Product/Service Life Cycle 
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wooden rifle butts, and cold swaging process is in use for metal forming as It ts 
more environment friendly. 
No single criterion is sufficient to decide the process selection, Various 

manufacturing process will be discussed later in detail. 

In addition to the above factors, organizations may also use cost-benen; 
analysis and break-even analysis to choose a given process, 

Under cost-benefit analysis, the cost estimates are prepared for each Of the 
alternative processes and the least cost alternative is chosen. The following Costs 
are considered: 


® Cost of materials 

e Cost of unavoidable rejection (UAR) 
e Cost of scrap arising 

e Tooling cost 

® Processing cost 


BREAK-EVEN ANALYSIS 


Break-even analysis technique is widely used in production and Operations - 


management. It categorizes production costs into variable and fixed costs, Variable 
costs change with the volume of production, whereas, the fixed costs remain 
unchanged. Total variable and fixed costs are compared with the sales revenue to 
determine at which level of sales volume, sales value or production, the busines, 
makes neither a profit nor a loss, i.e., the break-even point. 
Break-even analysis, therefore, suggests preparation of cost estimates for 
different available alternatives. Obviously for a given quantity 'N’, the least Cost 
alternative is selected. For determining the value of ‘N’, we use the following 


formula: 
_ F2-FI 
V1-V2 


Where, _ N = Quantity, cost for which is same for both the machines 
Fl = Annual fixed cost for the first machine _ 
F2 = Annual fixed cost for the second machine 
V1 = Variable cost per ‘N’ unit for the first machine 
V2 = Variable cost per ‘N’ unit for the second machine 


If quantity to be manufactured is less than ‘N’, then obviously the process with 
the lower fixed cost is selected, or else when quantity to be produced is more than 
‘N’, i.e., break-even quantity, the process with lower variable cost is selected. 


Let us illustrate break-even analysis using following example: 


Problem 


Tuming or machining job of a given component in a manufacturing process call 
be done using either a Centre Lathe or a Turret Lathe. The firm has received order 
for 1000 numbers from an Ordnance Factory, for meeting their urgent requirement 


of spares for the Bofors gun. There is no chance for repeat orders for the samé, 
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Cost Details 


i, 600 
7_eeation 8nd ! er | n 3 3 ) 
¢ ; ‘hour 


ge 
ne set UP time for Centre La 
is minutes. The cycle time for 
es respectively. 
il to how many units 
yggest UP Centre 
rp AlsO suggest that for 1000 iummbers © Could be preferred over Turret 
4 ' 5 


hi 
i other? ch lathe is more preferred from 


the is 30 min 


Processing ae Whereas, for Turret Lathe it 
Component is 15 minutes and 10 


U 
gplutior’ 

ance, WE have not been given the 
wed cost would be the set-up cost and th 
‘at machining is done in one lot, the 


e (Fl) = set-uptimex a des 
-ntre Lathe (FY) savBe ui ee — (inhour)}+toolingcost 
iret Lathe (F2) = 100/60 x 21 + 600 = Rs 635 
\zriable cost would be, similarly, computed as follows: 
entre Lathe (V1) = cycle time (in 
centre (V1) a : ae an . faba = + depreciation per hour} 
iwret Lathe (V2) = 10/60 x (3 + 18) =Rs 3.5 
‘plying the formula, therefore, we get the break-even quantity as under: 
(635 — 307.5)/(3.75 - 3.5) = 372.5/0.25 = 1310 numbers 

since the break-up quantity is higher than the required quantity of 1000 
lumbers, we could prefer Centre Lathe to Turret Lathe, as the fixed cost for the 
(ntre Lathe is considerably lower than the Turret Lathe. 


Break-Even Chart 


Te break-even chart is a graphical representation of costs at various levels, with 

© change in sales and volume of activity (say, production). At the break-even 

nt, the company neither makes profit nor incurs loss. The next graph indicates 
" intersection point ‘P’ at which level the total income (sales and revenues) just 

“oups the total costs (fixed and variable). Using this approach, we can define 
Teak-even point as: 


break-even Point = Fixed Costs/(Unit Selling Price-Variable Casts) 
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Table 17.2: Break-Even Analysis 


Let us now explain the graph. QA point represents the income variation with 
respect to the changing level of production. OB is the fixed cost, which remains 
unchanged despite the change in the production volume. BC is the variable Cost 
which changes with respect to the change in production volume. At the low level 
of output, the total cost (fixed + variable) is more, for which the company suffers 
loss. However, with the increase in the volume of production the income exceeds the 
total costs, and the company can earn profit. The point of intersection, P, indicates 
total costs are exactly equal to income, i.e., the stage of no loss no profit. 


New product planning and new product development although considered 
more relevant for the marketing management function, production and 
operations department play a crucial role in translating the plans into 
new products and services. Through systematic product/service life cycle 
analysis, organizations periodically identify the scope of developing new 
products and services, to remain competitive in the market. Once the 
new product and service are identified for development, the production 
department needs to consider the process duly studying the volume and > 
variety, capacity of the plant, flexibility, lead time, economy of scale, 
environment, etc. Finally before implementation or streamlining the new 
product production, organizations also require performing the cost-benefit & 
analysis and break-even analysis. 


Conomic factors, like man 
analysed to evaluate commercial 
udgeting process. 


REVIEW QUESTIONS LSS SS 


}], Explain product selection and how it differs from process selection. 


2. An automobile manufacturing company enjoys 30 per cent market share for their 
branded passenger car. The company observed that the sales volume almost 
remains stagnant for quite some time. As a production manager of the company, 
consider whether the company should go for a new product development or product 
Improvement. Give justification for your answer. . 


Explain the main stages in new product selection. 
Prepare the product life cycle of a hypothetical branded washing powder. 
What are the factors that govern process selection? 


How do cost-benefit analysis and break-even analysis assist in deciding about a 
process? 


- Short Notes: 

(a) Service Life Cycle 

(b) Profitability Projection Analysis 
(c) Phase Out Stage 

(1) Flexible Process 

le) Lead Time 
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Schedulin 
of Pro ducting Sequencing 


LEARNING OBJecTiVes 


After reading this 
8 4015 chapter, the Student would be able to: 


comprehend th “3 
sequencing © definitions of Production scheduling and 


© understand the meaning of assionment or job loading 
¢ know the concept of job sequencing 


e be familiar with Johnson’s rule, Gantt charts, PERT/CPM 


e learn dispatching of the line of balance (LOB) 
appreciate the project management practices 


INTRODUCTION 


Pract Sequencing or scheduling is the planning of production 
keeping in view various constraints at the organization level. 
Marketing department of any organization may book the orders, 
competing against others, but its ultimate production and delivery 
largely depends on the production or operations department. 
Sequencing or scheduling of production is done in a way. so that 
overall interests of every stakeholder (like, customers, suppliers. 
shareholders or the owners, etc.,) are safeguarded. To take an 
example with the same production facility, a company may cater to 
varied customers’ needs. When orders are booked by the marketing 
department, they may desire to execute the orders one by one; 
the production department, however, needs to consider more 
holistically, keeping in view the machine interchangeability time, 
processing time, etc. For production schedule, various tools are 
used. In this chapter, we have discussed about all such tools. 


ASSIGNMENT OR JOB LOADING 


Many organizations may have more than one facility available to 
perform a job. Hence, there is a need to make a choice between 
different alternative facilities. Jobs should be allocated making 
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cost-effective facility-job combination. O 
decision on job scheduling is the assigniment 
‘this technique, the following steps are sugges 


ne method that helps make the optt 
t or job loading technique, Un 
d to determine the optimal gat 

St 


obs to the machine: | 

mee ent i ieee given job-machine combination iano a revised ma i 
; action of smalles 

needed to be prepared by allowing subtrac gure from al 


‘figures in the column. | 
The next stage requires performing the row subtraction in the gj 


t number in any row is syb ar 
lained above, i.€., smalles tract 
ee ail ' ag figures in that row. Accordingly, a revised matrix needs 


be developed. | 
At this stage. a further revised matrix is prepared to determine the thy 
mum number of lines needed to cover all zeros. 

t equal to rows or Columns fa 


j no 
If a minimum number of lines are ) 
this stage), then this would not lead to the optimal solution; as < 


machines will then remain idle, and in that case, some lines may become 
redundant. Lines are the array of machines, and usually, in each line 
some operation or the other is carried out. In such cases, i.€., where it 
becomes necessary to make some lines r edundant, it is further require F 
to prepare a revised matrix 
To further revise the matrix (in case, the situation is as explained in Step-4) 

we require to add the smallest uncovered number of the earlier matriy 
to the numbers at the intersection of the covering lines and subtract it 
from other uncovered numbers, leaving other numbers as they are, | 

Finally, based on the revised matrix above, we can assign the jobs ty 
machines, starting first with those where rows and columns have only 


one zero. 

We will now explain all these steps using the following illustration: 
Example: X & Co. has won an order for four jobs which can be executed using 
any of their four available machines. However, the manufacturing cost is different 
for different job-machine combinations. The following matrix depicts the problem 
facing the company. We have to find the best option to assign jobs to the machines 


to achieve cost effectiveness. 


MATRIX-A 


Machines — 
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tio" -ollowing Step-1, we 
# I E Bet the revised ty 





wing Step- 
2, Following Step-2, we get the Tevised Matrix as und 
er: 


2 MATRIX.¢ 








Following Step-3, we can determine the 
to cover all zeros, and the results indicate 
required is three. | 

Following Step-4, we have to make redu 

ndant one line and make th 
corresponding machine idle, which will outweigh the benefits of cost <fichtNiencis 
(that we aspire to achieve). 
| Looking at Matrix-C itself, we can verify that we can make one line. i.e. array 
ofmachines redundant, reducing the number of lines required from four to three. 
ws the number of jobs being four, this will not lead to an optimal solution. 
e, therefore, need to draw a revised Matrix-B, following the subsequent steps. 


Following Step-5, therefore, we can draw the revised Matrix as under: 


minimum number of lines. required 
that the minimum number of lines 
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It could be seen from the above M 
12 have not been changed, i.e. neither the aor 
are not falling under intersection) nor the sm 
(being not uncovered). 

After this, we make the final 
the step, we start selecting job-m 
choosing the first job to that line/m 
one zero. Row ‘Y and column 1 have 
Machine-1. Thereafter. job ‘W is ass 
Machine-4 and job X' to Machine 
would be as under: 


MATRIX-E 





INDEX METHOD 
Index method is applied to finite job loa 


loading is done according to the capaci 
the lowest time or the cost require 


circumstances. 


To take an example, we can illustrate the index method of job loading by 


slightly modifying the earlier example as shown: 


Example: 


Suppose X & Co. has now indicated the capacity of the individual machines 
(considering other job loads) in terms of hours available as under: 


| Machines 
W.5u5, 8 4 7 
Bs aS. 15 12 9 
b Site os 9 18 12 
E Bt 10 20 15 
in each m: 








atrix-D that rounded numbers, {.¢,, > 
allest number has been addeq 
est number has been subtrag2 

eq 


assisnment. following Step-6. As explaineg 
achine combination, looking at the Ma 
achine, where rows and columns hay 

only one zero; hence, Job ‘Y’ is ass{ g 
ioned to Machine-2; job ‘Z’ can be ass; gn 
_3. Therefore, our final job-machine combinatio, 


ding cases. It is called finite because job 
ty of the machine. Under this methog, 
d by a particular job-machine combination jg 
taken as the base and the indices for the others are prepared based on the base 
variation. While doing such allocation, the job with the lowest index is done first 
followed by the next job and so on. However, such allocation has to be done within 
the capacity of the respective machine, which should not be exceeded under any 


: 
So bee ws? ao ie es ets oS Se ss 
= 
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qr 


\e pil’ 


- solved this problem as under- 





ne compan 
of the other lines, as well. 





JOB SEQUENCING OR PRIORITIZATION 


the sequencing method for the optimal loading decision has to be followed in all 
ases of infinite loading and in some cases of finite loading. Priori ey Ip i 
making the decision regarding which job has to be processed “er: per what 
order other jobs should be processed. This is applicable in a situation where th ne 
may be a number of jobs and one machine or where there may be ‘n’ nner of 
jobs and two or three work centres (Johnson's Rule). , 


Job sequencing may follow any of the following mules: 


Minimum Process Time Method (MINPRT) or Shortest 
Operating Time Method (SOT) 


The lirst job scheduled is the job with the shortest process time, followed by the 
b with the next lowest process time and so on. 


Due Date Method (DD Method) 
Priority is given to the job with the earliest due date. 


first Come First Served Method (FCFS) 


The jobs are scheduled in the order that the company received them. 


L nee 
Ngest Process Time Method (LPT) 


The ale 
lp, Solute reverse of the MINPRT method, as under LPT, the jobs with the 


ONges : ; 
" Processing time are scheduled first. 
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Dynamic Slack/Remaining Operation (DS/RO) or Minimuy, 
Slack per Operation Method (MINSOP) 


In DS/RO, we first calculate the dynamic slack (DS), which ts the difference betwee 
a * due time and processing time and then divide this DS by the remaining Operatiy. 
(RO). Unless specified, RO will be assumed as one. The final scheduling of the n 
is done as per the ranking of DS/RO. Jobs with the lowest value are attended t 
first: similar ranking is given in the order of the next lowest and so on. 


Which mule is the most appropriate depends on the average job lateness and 


average number of jobs in the systems. The least job lateness will ensure Customer 
satisfaction, optimum utilization of machine, reduced slack time, etc. The above 
ules enable an organization to choose the best option for job sequencing Which 


causes the least job lateness or slack time. . 
Let us study the following example to understand the sequencing methog. 


oy Example: X & Co. has indicated the process time for four jobs with thetr 
o respective due dates as under: 








Let us prioritize these jobs following different rules of job sequencing. 
As a first step, it is necessary to compute the following: 
(a) Total completion time oul 
(b) Average completion time 
(c) Average number of jobs in the system 


(d) Average job lateness 


Solution]: (MINPRT/SOT) 

Flow Time/ 
Cumulative 

Process Time 


Process 
Time 


Job Order/ 


Due Date © 
Sequence ere 


B. 







: lo 
Total Completion Time: Twenty-eight days, i.e., the total of process time 
complete all jobs ‘" 










Solution 4: DD 


Job Order/ 








T : 
| + Completion Time: 28 days 
Ay J Completion Time: 69/4, 1.e., 17.5 days 
“ge Number of Jobs in the System: 69/28, 1.€., 2.46 Nos. 


erage Completion Time: 


e Uling and Sequencing of Production 


. me or 
ys ine system, in this cage, go the to days that jobs remain in the 


divj Ow Time 

job verage Number of Jobs in the fae 4215.5 ne ae 
me by Total Process Time, here oo 
rage Job Lateness: Op 


[ Jobs in the System, th ate ividin 


AV 


a This is ¢ 
ow S Is calculated by dividing Total 
21 


Te that Means 62/28 ~ 2. 


§ Total Job Lateness by Total 


€, in this System, 17/4 = 4.95 


F aten 


galution 3: LPT 


| 
| 
| 
| 








aN iS ah ne 22 Rs RR Sas » Bane - 16 
p> Total iin 25 S28 oie 18 eae eral 
Total Completion Time: 28 days 

Average Completion Time: 78/4, i.e. 19.5 


Average No. of Jobs in the System: 78/28, i.e. 2.78 
Average Job Lateness: 21/4 = 5,25 | 


Sequence 


ver, Ge 2 


Job Lateness: 11/4, 1.e., 2.75 days 
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Solution 5: (DS/RO) 


Schedujj 
pletion Time: 28 days "8 and Sequencing of Production WRK 


0 
ial ipletion Time: 74/4 = 
s necessary to indicate separately the numbe; of ene COM 18,5 days 


According to this method, it i ne snunber of Jobs tn the System: 
t c t 7 = 
operations against each job. There may be a number of operations for any Elven yw "Jo lateness: 13/4 = 3.98 Hote 4/28 = 2.64 


yor ll 


job. ~ can now compare different jop sey 


a ball point pen, the operations Involy ; ue 
i‘ ies and decide which ls better Under the eae the different prioritization 
| Situation: 


To take an example, for manufacturing 


would be as under: al 


get the body 






(a) Put Polymer dust in the dice to | 
(b) Fix the metal part like holding pins, etc., on the cover seq encing/ 
(c) Insert refill into body priority Rules Average Job 
(d) Emboss brand name/logo ieee Lateness | 
(e) Pack the final product : . ye tall : INPRT pees 
The rules discussed earlier are static, but this rule is dynamic, In our - cena 4.25 
hypothetical problem, let us assume the number of operations involved jn each | | FCF wee TE 
job is as below: BN, : 
Job W: 2 9.25 | 
Job X: 3 Zit 
Job Y: 2 4,25 
pan one criterion Js not sufficient to compare the different rules: therefore, we 


As stated earlier, if the number of operations is not specified, it is assumed ty 
be one. Given the above number of operations, we shall now solve the problem, 
First, the job sequences have to be ranked in order of the minimum slack time oy 
DS/RO ratio and the jobs rearranged according to the computed values, 


Job Pr sing Time Desired Delivery DS/RO Ratio R 
ob Sequence ocessing Bator ics ank Johnson’s Rule 


Date 
Ww 12 i RE 9 S.M. Johnson developed this sequencing process which helps to minimize idle 
= is ra a time of different work centres by optimum job allocation. This is applied where 
: ) “sien | anumber of jobs have to be processed through different work centres. The basic 
Y. Oh Ree atts eZee 4 principles of these rules are as follows: 
- 10 | 14 : 1 | Step 1: Listing respective time requirement of each job at each work station. 


Step 2: We need to consider the job with the shortest processing time. If this 
Job is meant for the first workstation, it can be scheduled first. However, if the job 
with shortest processing time is meant for workstation 2, it has to be scheduled 
last. If two or more jobs of work centres 1 or 2 have the same processing time, 
an arbitrary decision needs to be taken. 

Step 3: Once the first and last jobs have been identified under the Step 2 and 
have been allocated, we do not consider these jobs further. 


Now as per the rank (given in the last column), we have to arrange the job 
sequence and compute the earlier details, i.e., the average completion time, average 
job lateness, etc. | 





_ Job Sequence Processing Time Flow Time/ Due Date ‘ Job Lateness 









Oper; j ‘ 
lion is Carried out at Work Centre 


ese 
al ~ Wo operations complete the total job. Sche 
“ng them between the two work centres, S 


duling of jobs needs to be done 
o as to minimize idle time as 


Cumulative. ! : S 
Processing Time ties i a . tep 4: Positions are assigned to all other jobs following the same logic 

— a Xplained in Step 2 and 3. 

ea: 10 10 14 0 We shall explain this rule through an example where there are two work 
Aa sea ! 5 15 12" 3 og nts, 
\ x Ni f 6 21 18 3 Example: 
yy | > and 64, 1s enw hining of different group of jobs. Casting 
Sea ee eee 1 ae machining at Work Centre 2. 
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much as possible. The following information provides data on the time requireg 
at each work centre for all the job groups: 


(Vob Title | Casting (Work Centre-1 
sae aes og er 


eI “me ty 





Steps 2, 3 and 4: We see from the table that job ‘C’ at Work Centre 2 has the 
lowest processing time. Therefore, according to Johnson's rule, it will be assigne 4 
last. Similarly, job ‘D' has the second lowest processing time; hence, it will be 
assigned second last. Job ‘A’ at Work Centre 1 has the third shortest processgjp ; 
time and is, therefore, scheduled first. The sequencing position will, therefore 


look like this: ; 
A ? D C 





Since there is only one job left, i.e., “B’, this will be assigned next to ‘A’, The 
final scheduling would therefore be: | ; 


Fy 





‘Position of Sequencing. 1 2 3. 4.) 


Jobs assigned - i Aa ree Bitten alates yh aaaess 










The sequential times for two work centres would be as below: 
Work Centre 1 6 WOR eee os cee lO et 
“Work Centre 2.) 387-3) BA Bie ee Dine 








Work Centre-1 A B “dr Di ee 
| 6 eB is me Mr: 


‘Work Centre-2 —Idle A <lIdle.-B- > D --Tale,7im 0 at 
se Hours’ Hours . - Hours} 
6 7 l 8 7 3 4 } te “ 


Gantt or Bar Charts 


This method, which was introduced in 1917, is the oldest and the most extensivel 
used method for production planning, scheduling and control. The sant ct 


shows the relationship between different activities over a time span. [ime 114 
4} 3 





; 
bs 














| ofl 
Using a Gantt chart we can illustrate the Johnson's algorithm as under; 





Schedu; 
d either in terms of hour "Band Sequencing of Production Was:%) 


re59 X-axis and a S, days, w 

ri ql or Ctivitie €eks 

“ont would depend on the are plotteq against Months is shown on the 
; (ime vnined by the previous aes tons yo The time frame 
O Acte €nce or activities, which may 


be schedul 
be ues MAY © ed and Monitored, The che eimation pecipiahada ic 


(ivi n h 
(et vihbecemeon 
ta) Sche Progress charts . 
(a rogress Which Show 
p the sequence of job 


ie setae to the task ae ae Pee elas and he nae o 
ee duration. Each period may be ee SEL eee nen 
pro) €xpressed in hours, days, weeks, months 
‘and other time units. In some cases it may be necessary to label the period 
columns as period 1, period 2 and so on. . 

The graphical portion of the Gantt chart consists of a horizontal bar for each 
task connecting the period start and period ending columns. A set of markers 
ls usually used to indicate the estimated and the actual start and end. Each 
bar on a separate line and the name of each person assigned to the task is ona 
separate line. In many cases, when this type of project plan is used, a blank row 
is left between tasks. When the project is under way, this row is used to indicate 

progress, indicated by a second bar which starts in the period column when 
the task is actually started and continues until the task is actually completed. 
Comparison between the estimated start and end and the actual start and end 
| should indicate project status on a task-by-task basis. 
| Variants of this method include a lower chart which shows personnel allocations 
_°n a person-by-person basis. For this section, the vertical axis contains the number 
of people assigned to the project, and the columns indicating task duration are 
left blank, as is the column indicating persons assigned. The graphics consist of 
the same bar notation as in the upper chart indicates that the person is working 
a a lask. The value of this lower chart is evident when it shows the slack time 
1 a’ Project personnel, i.e., times when they are not actually working on any 


The advantages and disadvantages of Gantt charts are as below: 


Advay tages 


L e method and can be developed even 


This is a simple and inexpensiv 
é ple and very inexp 
by supervisory staff with some amount of training 


TS _ 


Oe 
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Schedulin 
Time R Band Sequencin Pr. d. 7 pay 
(CR) = emaining (TR) of Production Bx-¥] 


. ided time and work schedules f j Ratio | (TR) 
9. These charts clearly show the decide or every a F wenn. ~ 
job — ai i 
3. Monitoring and control are easier and can be done within a minimum CR & : wale ot a that the wen 
a and at the lowest cost A" inat the s behind the irae 
time frame ali a of slack time. Schedule, and a oo a CR of less tan 1 


These charts can be changed and updated quickly at a lower cogt that is more than 1 is 
There is no need to develop the customized Gantt chart boards ag the 


h . artment 
standard chart boards are available in the market yriority, and the work responsibility ig sn a dispatch list based on the 
gned 


alive | a 
i gal". Traditionally, such person to the respecti 
_ " hare: a sas S are €spective shop floor 
Disadvantages i res onsibility to visit shop floors to eise ; ther dispatcher or planner. It is 
In spite of the above-mentioned advantages, there are certain disadvantages. [ie qispatch list and also give th ata on work Progress according 


€ pr 

1. They do not show job interrelationships and interdependence ee “ispatch I 

2. Cost implications cannot be shown | 

3. With these charts, it is not possible to depict other alternatives for Project 
completion 

4. The shape and form of Gantt charts can differ according to the Nature 
of the requirement. Shown below is a very simple Gantt load chart: 





are Now becoming redundant. 


- Alaa i Si I Sa i ie ie i ale 
. 


A Se ae CRE rr or — date. Capacity requir : 
, 7 Rt aT i the delivery Pp quirement planning is 
_| Week-1 | Week-2 | Week-3 | Week-4 | Week-5 | Week-6 | Week-7{ | J echnique- § 1S now replacing the LOB 
— 5. a ah ee LES 

re ae ns 
«SG. : | Machine-A_ |---------------------------------------------- | Work Breakdown Structure (WBS) 
ee: I ree ns iS eee, Ck ay ae a | ; if ft / J In order Lo identify the individual tasks in a project, it is useful to create a work 


breakdown structure. The method goes as—Get the team together and brainstorm 
al of the tasks in the project, in no particular order. Write them down on sticky 
notes and put them on a whiteboard. Once, everyone has thought of as many 


<n : 
ot =! OO ee 
J . re? 


} 2. * | | cit as nian gu aang Ses cao he cs tnt nen etl am en an ah wang a 
10 : | ween enn en nnn nnn nn nnn en on o-oo oe 5 = nnn ee ne cwnecen lasks as possible, they can arrange the sticky notes into groups under the major 
nnn ra 1% areas of activity. 


The development of a project plan is predicated on having a clear and detailed 
understanding of both the tasks involved, the estimated length of time each task 
will take, the interdependence between those tasks and the sequence in which those 
laskks have to be performed. Additionally, resource availability must be determined 
horder to assign each task or group of tasks to the appropriate worker. 

One method used to develop the list of tasks is to create what is known as a 
Work breakdown structure. 











k Description 

The above chart shows that Machine-A has been loaded till the fifth for a given job, sles 
and Machine-B has been loaded till the first half of the fourth week and so 01. tae Project initiation 

| Draft project plan 
Dispatching . 
hea , ; the dispate Analysis phase - 

other common technique for job sequencing is dispatching or the als 1 user interviews 
list. In this method, the jobs are ranked and the relative priorities are giver | Fee ae : 
which are based either on due date or critical ratio. Due date has been exP! | Schedule. users interviews. 
above; critical ratio is computed by dividing time remaining by work rem Examination and test 


as shown below: (Continued) 
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Vena Ae . 
' %: 


.e 
he an ole 
° >. be» 








Design 

Test. 
Implementation 
Post implementation review | 





» aa 
ot) | SS 
re : 

4 


it 





Ss 
He 
LV ¥ 
abe. 


7.0 
ie . 








Tasks at Rach successively finer level of detail are omnia to reflect the tag 
from which they were derived. Thus, the first level of tasks would be number 
1.0, 2.0, 3.0 and so forth. Each of their subtasks would have a two-part numb. 
1.0, 2.0, 3. and the second part, the subtask num er: 


art reflecting the parent task 
Rear euch as 1.1, ie or 1.3. As each of these, in turn, is decomposed or broad 


ent receives a number c 
down into its component tasks, spn enna , oy, -OMPrised of 
its parent number plus a unique number O . 


Milestone Charts ¢ 
. eatint ife of a project, usually, critical a 
Milestones mark significant events 1n the li etivit 
which must be achieved on time to avoid delay in the project. Milestones shouldh 


truly significant and be reasonable in terms of deadlines (avoid using intermediat, 
stages). 
Examples include: 
e Installation of equipment 
e@ Completion of phases 
° File conversion 
° Cut-over to the new system 


NETWORK ANALYSIS 


Network analysis is a managerial technique which helps to identify the 
interconnecting links in a single system. It is a useful tool in systems design 
which assists in recognizing or identifying the relationships that exist among the 
sub-systems. 

It is done by describing each segment or linkage of the system in terms of 
other components or activities of the system. Thus, it makes explicit the total 
system and the interrelationships among the parts. A network is illustrated bya 
flow chart or diagram. The flow of materials and/or information is measured as 


volume, specifications or time. 


Benefits 
1. It helps to reappraise existing systems and identify duplication and 
over-lapping that may detract from the effectiveness of the system 

design. , 

2. Ithelps management to evaluate the sub-systems and their interconnecllt 
networks continuously, consistent with the over-all objectives ° 
system. , 

3. It allows an evaluation of the impact of various sub-system 
other sub-systems and/or the total system. A change in type © 


changes ” 
f output 
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a change in scheduling | 
1 a parti 
in other areas, This cular sub-s 
ilities or oth cilect can be det ystem can affect operations 
fac €r resources, €rmined in units of time, money, 
It encourages introspection kan 


for visualizing the make-up of existing system or provides the framework 


4 proposed system. 


pefects 


1, It provides no guarantee fo 
performance could always wo System design, as variations in 


g, There always exists the danger of assy 


pifferent Forms of Network Analysis 


There are different forms of network ssesieaie cant 
: ch may be simp! 

noe Serta ay cy ea nc gr 

projects. are the most Widely used techni a 

network analysis. | nel a 


Critical Path Method (CPM) 


This amie used for planning, scheduling, estimating and controlling 

engineering an construction. This method was used by Du Pont in 1959 to 

alg one sarrrabiaiay shutdowns during changeovers. The lessons learned 
rough this application, later on, was used 

other large construction projects. . 7 i iia 

= Key nen this technique of planning, scheduling and controlling complex 

p ruction jobs is a diagram using arrows to represent specific jobs. Such line 
lagrams Clarify the relationships of every task to every other task, which cannot 


_ be explained using bar chart, Critical jobs are those jobs which relate to one 


ere Sere to finish of a project), each depending upon completion of the 
It. LO roject time, th : 

taken by critical job. j on is the summation of the time to be 
a Peis est form of CPM diagram illustrates the jobs to be performed to finish 
ae aes one of be mea timing and costs. Once all these elements are 

“Cy DO € total time and the total cost of the project can be determin 
by oe the different sub-elements. “ < 
he consequ 
their papa quence of various managerial decisions can be predicted by simulating 


PERT /p EP T. echnique 


cere / PEP technique is based on critical-path scheduling. However, there is 
) ERT/ =e difference between PERT/PEP and critical-path scheduling. The 
+s technique is applicable where there is no established system for doing 
‘and, therefore, no exact basis for estimating the required time to complete 
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ing. d, usually is applied ¢ 
ath scheduling, on the other hand, 0 Jobs 
each a cee or have been done before and where it is possible to pre di 
wafer accurately. Consequently, more sophisticated mathematica] Model, 
rite be used in the PERT/PEP technique. | 


therefore. be defined as follows: 
ae ee Pe pstca technique diagnostic and prognostic es sap Knowledge 
ertainties faced in completing intellectual and phys es Essent 
| about unc hievement of programme deadlines. It is a technique for focusip 
Ks, for timely * attention on danger signals that require remedial decisions, ang ; 
Bess of effort for which trade-offs in time, resources OF technical Performance } 
Senight Ranrove capability to meet major deadlines. eu BY. 

The PERT technique is, therefore, based on the concept that in any Programme 
there are three variables: 1 

(a) Time 

(b) Resources (HR, facilities, funds) 

(c) Performance specifications | xg 

Any one of these may vary within certain limits established for such programme 
while holding the other two constant. To take an example, holding time ang 
performance constant, the requirements for resources may be determined. 

It is. therefore, clear that both PERT and CPM have similarities in terms of 
concepts and methodology. We use these techniques in project scheduling problems, 
However, we use PERT in analysing project scheduling, where completion time is 
not certain and CPM, where activity durations are known with certainty. Ines ence, 
therefore, PERT is probabilistic in nature and more appropriately used in R &D 
projects, whereas, CPM is a deterministic technique and thus finds application 
more appropriately in the construction projects. LO a 


_ PERT/CPM Networks 


A project is a set of activities or jobs (tasks or operations) that are performed ina 
certain sequence determined logically or technologically. Initially, therefore, itis 
necessary to determine all specific activities that comprise the project and their 
interdependent relationships. We can illustrate this with the following example: 

Let us assume that a new CNC machine has been procured from abroad, and 
now it requires installation. Due to this, the activity starts with the procurement 
of manpower (both from internally and from the firm, from which the machine § 
has been procured), doing grouting and foundation work, doing electrical work, 
installing the machine, training of the operators and finally, the trial run. Various 
activities required to be performed then can be distributed, time-wise as below: 


List of Activities with Precedence Relationships for Installing CNC Machine 


Activity Code Job Description Job Duration | ° ag 
(in days) | aa 
A —_ || Procurement of manpower 2 oo | i | 
b> os 7 F Ae, = ! 
_ ~~} Grouting of Foundation Spon 
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figure 18.1: PERT CPM Network 
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How was the diagram drawn? 


"Notice we have only a single start and end event in the 
in the diagram flows from left to right and so also 

Each event has been given a unique number: hence a 

je., head and tail event numbers. 


diagram. Time requirement 
the numbering sequence. 
ctivities have unique label, 


Rules of Network Construction 
lL. 


Each defined activity is represented by a single arrow. Thus a single 
activity cannot be represented twice in the network. 


Before undertaking a particular activity, all activities, preceding it, should 
be completed first. 


Events are identified by numbers, and hence, duplication of event numbers 
must be avoided. 


All networks should have one initial and one terminal node. 


There may be a situation where more than one activity needs to be 
simultaneously completed. We call this a situation of merge event. 
Similarly, where more than one activity needs to be simultaneously 
initiated, we call this a burst event. 

Parallel activities, without having intervening relationships are 
prohibited. 

It may be necessary to incorporate dummy activity when two or more 
activities have identical predecessor and successor activities. 


, We are required to use dummy activities where two or more parallel 
ve the same head or tail events, or else, network construction would 
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gnstant. This is because je PERT eduling and Sequencing of Production 


pe ‘ cted ti the 
_.¢ the expected time or T€ Is ey 
pefore , single estimate, pees May be some ee. Sip lel ica 
pavin’ © may be three stich. — delay. Thus, instead of 
€s lor an activity as under: 


Industrial Man sen en 


' ate ire time or resource 
remain incomplete. Dummy activities do not requ S and it ts 
indicated by dottec i lines. 









Network Diagram Symbols s slic Time (a) 
While drawing PEP network diagrams, we make use of certain symbolg gpa 
Sones the common symbols used in the network diagram are indicated jp the ghis iS the shortest timea Particular ae 
ne ae |. REE, ideal estimate. 'Y can take to comp! 
ollowing: an mplete and is, therefore, 
pes a ” — activity (task to be carried out in the Project) \fost Likely Time (m) 
es : ghis is the modal time, which js 


expe : 
| on the past record. *Pected to be taken to complete a job and is 


—¥ 
pasec 


Pessimistic Time (0) 
i longest time and 
this, therefore, is the worst time ealtnate for any eventuali 
en ties. 


with these three time estimates, a single 
jetermined with the following ae i to complete a project is 
a: 


a+4m+b 
SL 


event no. 


, event (situation which occurs on completig 
; nN 
earliest latest of a job or jobs) 


time time 


Probability of less than 1 per cent. 


slack a 6 
x Where, ¢ = expected time of the activity 
x Y Job X must be completed before Job Y can _ @ = optimistic time 
——E , 
start : m = most likely, or modal time 
b = pessimistic time _ 


The standard deviation, of the ion time 
follows: . completion time of an activity is calculated as 








What does this mean? is 
If you cannot work it out, mail your tutor for = 5 
the answer . 
Variance =o= b-< —a) 
6 


Critical Path Calculation 


Based on the critical | 
ath 
the problem as un a calculation guidelines given before, let us now solve 


Z is a dummy activity, it is represented by a 
dotted line. It is required to avoid activities 
having the same head and tail events 


Different Time Estimates of PERT 


’ 
We have so far discussed the methodology of scheduling time for different activils 
critical path and the project length, assuming that the activity times are kn al 
and constant. However, activity times may not be known, and also they may ™ 
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Calculation of the Earliest Time: 
Let us first draw the diagram as under: 





Schedy |; 
cule (ion of the Latest Time: Mediling and Sequencing of oe | 


cal 


ee e again redraw th 
us One € diagra 
ic! M as under: 








Let us now calculate the earliest time both for the Events 4 and 5. 
Solution to Calculation of Earliest Start Time for Event 4: 

















Preceding ET uration Calculated ET | 
| - - pin Ooi ty fot Oa 





So the earliest start time for Event 4 is day 8 (by this time all the preceding 
activities will have been completed). | 





Solution to Calculation of Earliest Start Time for Event 5: 


This solution builds on the previous one—the earliest start time for Event 4 was 
day 8; therefore, a 








Activity Preceding ET Duration | Calculated ET > 
12 ae 
4—>5- 8 6 14a 


So the earliest start time for Event 5 is day 14 (by this time, all the preceding 
activities would be completed). | 


Based on the above, 


| let us now Calculate the latest time of events 2 and L. 
Solution to Calculation of the Latest Start Time for Event 2 










Activity _ Preceding ET 7 —Duration = Calculated ET 
Bie eB ae 


. 
- 


Oe é en, cs WO $0 2 . 
f > <i ae si 8 is : "ed He, ne Wi os we: ytor f 2 ; - 
tS} Foe ihe a] Del VE Sy ° fot S4e oh nase 9 - 


So the latest start time for Eve 


nt 2i : aed 
of remaining time is left to com S day 3 (by this time, the minimum amount 


plete the subsequent tasks). 


Solution to Calculation of Latest Start Time for Event 1: 
This solution builds on 


the previ | 
was day 3; therefore, Prewous one—the latest start time for Event 2 





_ Preceding ET ~ Duration = Calculated ET | 
eee eos Gn yo 
ie Lo SS me oe = : : — oN: Le 
Laem ONES Genesee eas Saya] 

So the | 


remaini atest start time for Event 1 is day 0 (by this time, the minimum amount 


"g time is left to complete the subsequent tasks). 
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Note that the latest time of Event 1 must be zero (otherwise, it would Mea 
‘that an error has occurred). : 







“cltly 






Diagram of the Critical Path 























-er you draw the network, chec 
‘ |-2-3-5-7-8 or A-B-E-G-I. Sipe iiss you get the critical path 
expected time for project completion or project fen ong the critical path, your 
| ‘avs. gth would be thirty-seven 
Important Characteristics of a Critical Path 
1. Every network should have a critical path. | 
2. A-single network may have more than one critical path. 
3. A critical path is one of the connecting links (in a network, we may 
‘have more than one connecting links) between the initial and terminal 
activity. 
_4. Number of activities in a critical path may be less than the activities in 
non-critical path. 
A critical path may have dummy activity. 
A critical path determines project duration time. 
Activities on critical path are by nature critical activities.. 
If the project duration time need to be shortened then activities on critical 
path need to be shortened. 


Variance of the expected project length 

= 4/9+25/9+64/9+16/9+1/9 = 110/9 days 
Standard deviation of expected project length 
- /110/9 = 3.496 days 


CRASHING OF PROJECT 


Basic assumptions of CPM an 


eae alysis are that activities and functions of a project 


ee ren we pane: lime requirement for project completion. However, 
_ cr ‘ases direct costs, obviously for increasing the man-hours, which 
"i mee y increases wage payment and wastages, like normal scrap-arising, 
iiference oe project crashing is beneficial or not, is weighed by finding out the 
alematiy etween crash cost and normal cost. If crashing seems to be the better 
pale . ¢, then critical path is redrawn by correspondingly reducing the time 
cae, ent It is important to note that crashing will not eliminate the requirement 
Y activity, but it reduces the time requirement of any activity or activities. 


ON | 


How to Find Out Critical Path in a Network 


1. Draw the network enumerating all the paths. 

2. List the activities on each of the path. 

3. Sum up the activities along each path. 

4. Identify the longest duration along each path. The longest duration Is 
obviously the critical path in the network. 


Let us now try this problem. In table below we have given optimistic (a), most 
likely (m) and pessimistic (p) time for a project completion. Compute the expec 
time of project completion and draw the network to show the critical path. 


q DEFINITION OF A PROJECT 
e Proj 


se ject Management Institute, USA defined project as a ‘one-shot, time-limited, 
tected, major undertaking, requiring the commitment of varied skills and 
joa It is also ‘a combination of human and non-human resources pooled 
ae "in a temporary organization to achieve a specific purpose’. A project can 
‘idered to be any series of activities and tasks that: 
Have a Specific objective to be completed with certain specification 


Have defined start and end dates 


SOure 
Ket lhe 
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“ROJECT Lap CYCLE 


and Pass th 
yf onception Phase: rou 
i. Hefinition Phase; isdn Phase, rrojer mine five phases: 
Is phas a femmes £Zerminates. 
like— IS prepared based on a 
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its (if applicable) 
Have funding limits (i! app Ic, equipment) 


Consume resources [i.€., money, PeoP 
a project as ‘a proposal for an investment to create ane 
c é 


ease the production of goods and 
















UNIDO defines ortega eS 
develop certain facilities in order to Hl eC i lo )-  nerated Idea cover 
services in a community during a certain period al ia = ; Aum and D, Tolle : h wabepall Ng all aspects 

discrete package of investments, policy Measy rT ta Raw me é 
res Plan size/capacity 


to achieve a specific developm 
Cnt 


d project as ‘a 
Ec gl tions designed 
rocation and site 


d institutional and other ac a, 

objective (or set of objectives) within a ae ae sites start oe P. Lewis 3 
‘ : fi starting an c 

t as ‘one time job that has . § and ending dates (dl) technology/process selection 


f work to be performed, a predefined by di, q project layout 
plant and Machinery 

Electrical and instrumentation work 
Civil engineering works 
Utilities—fuel, power and water 
Manpower and organizational] Pattern 
Financial patterns 

Implementation schedule 


defined a projec 
clearly specified obj 
and usually a temporary 


completed’. 


ective or scope 0 


organization that is dismantled once the Project | 
. 8 


HIARACTERISTICS OF A PROJECT 






MAIN C 
ristics of a project. therefore: 
aking which has defined objectives, often including time 


al performance goals. 
nding points. 





_ It is an undert 
financial and technic 
It has a defined starting and e 


me 
3. It uses a wide variety of resources and skills and involves cost and 
time. — | plan and this incorporates: 
4. Jt involves the coordination across organizational boundaries of groups (a) Project infrastructure and enabling ph 
j ‘ . phase 
(bp) System design and basic engineering package 


and organizational unit. 

It is an instrument of change and is unique. 

Various works that are interrelated and are being performed to servea common 

rouped together and termed as project. 

ere is a concept of wholeness despite diversities of work, © 
ures of a project. These are: 


(c) Organization and manpower 

(d) Schedules and budgets 

(ec) Licensing and governmental clearances 
() # Finance 

(9) Systems and procedure 

(h) Identification of project manager 


purpose can be g 
In a project th 
S. Choudhury (1989) has explained following feat 


1. Set of objectives 

2. It has a life span 

3. Single entity (i) Design basis, general conditions for purchase and contracts 

4. Team work i) Site preparation and investigation 

5. Life cycle—growth, maturity and decay © {k) Construction resources and materials 

6. Uniqueness | | (| Work packaging. 

7 even change the en 7. Implementation Phase: Eighty to eighty-five per cent of the project work 
is done in this phase only. 


. Change—changes while project is on-going and may 
character of the project 
8. Successive principles—details get finalized 


9. Made to order—customized 
10. Unity in diversity—a complex set of thousand varieties 


11. High level of sub-contracting 
12. Risk and uncertainty 


0. Project Clean-up Phase: Drawings, documents, files, operation and 
maintenance manuals are catalogued and handed over to the customer. 
Customer has to be satisfied with guaranteed test runs. 


PROJECT MANAGEMENT 


Modern my 
rica en management approach was developed in the early 1960s. First 
Progran ion of modern project management approach was found in the US Space 
| ime. Tracing history, we find that the project management has its roots to 
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ect management was subse u 
1 work around specifie Proj 
nt related work ae 


More scientific approach to the pro} 
benefits of organize 
ation of the project manageme 
of the organization, cle. | 
al definition of project management, let US fre: 
agement are. Basic clements of Drojeq 


Oth cen’ 
elt important to reap the 
soordination and communic 
the departments or divisions 
Without trying for gener 
consider what the elements of project man 
management are: 

Project managemen 
and end. 

Project management p 
track the project. Some of the widely 
Gantt chart and PERT have already 


Resource allocation to projects may NO 
work, it may require ad hoc resource allocation. orf 
Risk and probability of failure in project management are consid 
less, since it adopts more flexibility in managing the Work. Such 
flexibility ensures Jean management, which optimizes the resources, | 
management optimizes resources, eliminating the wastages and adc 
value to the products. i 
Project management considers three most important factors like: tim. 
cost and scope. 

With the above backdrop, we can define project management as under; 


Project management is a process in managing a discontinuous work or tacy 
within a budget and time constraint, achieving customers’ satisfaction. 


Production scheduling and sequencing is an important area of pI duction 
planning job. Marketing department of any organization may book the 
orders, competing against others, but its ullimate production and delivery 
largely depends on the production or operations department. Sequencing 
or scheduling of production is done in a way, so that overall interests of 
every stakeholder (like, customers, suppliers, shareholders or the owners, 
etc.,) are safeguarded. This chapter discusses about various sequencing 
tools and its applications, to help students to understand their usage on 
organizations. Apart from the sequencing rules, both for the finite and 
infinite job loading, we have also discussed about Gantt chart, PERT/CPM, 
and project management practices. ‘Zz 


{ is a discontinuous process with definite be anni 
g 


ractices require usage of various tools to Monitor 
used project management too]. 
been discussed in this chapter 


t be fixed; with the Progress of] 
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Lean Management: Lean manufacturing or lean production systems Ogle” 
from Toyota that has yet not become widely acclaimed practice to achis® 
excellence in a competitive world. In a nutshell, lean practices enebl: 


organization to achieve world class performance, world class practices (in mews” 


and processes) and create a culture of relentless continuous improve 
(environmen}). 
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index Method: This me 


jnile because fob load} Is q 


thod 
Is 


n 
rjnder this method, the ioe ACCordin ‘ o loading cases. It is called 
pombinatton Is taken ag th. ME OF engt requy he Capacity of the machine. 
pased on the base Varlation ase and th red by a Particular job-machine 


e Indices 
pynamic Slack/Remaining 0 for the others are prepared 
operation Method ( SOP); | Peratio 
which Is the difference betwee nDS 


inis DS by the remaining operation 


as one. The final schedy] - Unless 
‘jobs with the lowest value ob is done ee RO will be assumed 
rth are attended - 45 per the ranking of DS/RO. 
order of the next lowest ang SO on to first; similar ranking is given in the 
Johnson's Rule: SM. Johnson hes 
(o minimize the {dle time of differene, 
This is applied where a number of 
work centres. J 
Milestone Charts: Milestone 


S mar 
usually critical activities which K significant events in the life of a project 
must be achfeved on time to avoid ieee . the 

€ 


project. Milestones should be trul 
deadlines. Use of intermediate igs thot i reasonable in terms of 
avoided. 


work Breakdown Structure ; 

in a project, it is useful to bee J: In order to identify the individual tasks 
together and brainstorm all of 
Write them down on sticky notes 
has thought of as many tasks 


n (DS/Ro) or M 
7 : We first cal 

© and proce 
{ (RO) Unl ° 
Ng of the J 


inimum Slack per 
culate dynamic slack (DS), 
Sssing time and then divide 


SST) SSS 


Explain job loading and the steps involved. D 
Illustrate your answer with some eee oes it differ from the index method? 


What are the different rules of job sequencing? In 
‘ our opinion, wh s 
best and why do you consider this the best? your op which rule is the 


When should the Johnson's Rule be applied? 


Explain the advantages and disadvantages of Gantt charts? Are dispatching and 
LOB better alternatives than Gantt charts? 


Explain the rules of network construction. Under what circumstances, can we think 
of using dummy in a network? 


Explain the concept of critical path. Why is critical path drawn? What norms should 
We follow to draw a critical path? 


Define the term project. Explain the important tools used to manage a project. 
Short Notes: 

(a) Project Crashing 

b) Project Life Cycle 

‘) Latest Start Time vis-a-vis Earliest Start Time 

(1) Critical Ratio 

‘c]_ Job Lateness 

() Due Date 
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LEARNING Onsectiyes 


After reading this chapter, the student would be able 

* comprehend the layout concept 
understand the whole concept of Work Study 

know the definitions Work Measure 

learn the meaning of Ergonomics 

Appreciate the concept of Motion Economy 


get familiar with the concept of Human Engineering 
¢ understand Value Analysis 
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INTRODUCTION 


I iterally, the term ‘work study’ implies the study of human work. 
ritish Standards 3138:1969 defined work study as: 


‘A management service based on those techniques, particularly 


Method Study and Work Measurement, which are used in the 


examination of human work in all its contexts, and which lead to 
the systematic investigation of all the resources and factors which 


affect the efficiency and economy of the situation being reviewed, 
in order to effect improvement.’ 


Therefore, it is a generic term for two interdependent techniques, 
i.e., Method Study and Work Measurement. The British Standard 
defines Method Study as *... the systematic recording and critical 
examination of the factors and resources involved in existing and 
proposed ways of doing work, as means of developing and applying 
easier and more effective methods and reducing costs.’ Method 
Study, hence, is concemed with the way in which the work is 
done. The British Standards defines Work Measurement as °... 
the application of techniques designed to establish the time for a 
qualitied worker to carry out a specified job at a defined level of 
performance.’ 

The analysis of this definition of Work Study given by the 
British Standards Institute enables us to define it as a procedure 
lor understanding and determining the truth about the activities 
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ork \tndy 
d machineries. It also helps us to identify the fi je of Method Study 
of the people, plant ana mm dy optimum utiliz Oty i 
ciency and achieve economy through O} ALON, ynarize the above discuss; 
that affect efficiency : yjor capttal expenditure In'pla Os fo sl “SIONS, we ¢ 









| | , shniques involve mi an saf 
productivity improvement pete a management technique, ensures ‘op ‘ly say that role of Method Study 


} as Work Study, being ; Breg 
at equipment, where sting resourees, The hinman element is emphasized | ier 
So productivity by using existing res Nth 


; i fanee is given to operation rather than to the tee 
. SE ee ane assists ie ounenen in following three major ye 
Ahich are. in fact, its primary objectives: 
- 1. Effective use of plant and equipment 
9. Effective use of human effort 
3. Evaluation of human work 


HUMAN CONTEXT OF WORK STUDY—TRADE UNIONs: 
RESPONSE 


If Work Study techniques are not applied properly, it is likely that the resistan 
will be encountered at all levels. It is, therefore, important to understand hu 
reactions to design the programme investigation and implementation accordin 
Most unions are aware that Work Study provides benefits to the Workers }y, 
eliminating drudgery. frustration and an unhealthy working environment. It also ai 
an opportunity to the workers to increase their earnings (by achieving increaseq 
rate of output). This strengthens the health of the organization at the miero level 
and the nation. as a whole, at the macro level. However, to satisfy the Unions 
following three points need to be considered: . 
1. Consult workers before the introducing any scheme. This is likely to affect 
their interest and morale one way or the other 
2. Define a policy for those workers who become redundant for the 
implementation of the recommendations of the Work Study Team 
3. Procedure to deal with the changes in the method of work and for the 
measurement of work to be laid down and communicated to the workers. 
International Labour Organization (ILO) emphasized the importance of such 
sharing of information with the workers in a resolution concerning consultation 
and cooperation between employers and workers at the level of the undertaking 
in the 35th Session at Geneva in the year 1952. 


. ec 
o assess the tasks of the organ, wi of the organization 
zation 





To ensure individual a 
isfaction In th nd gr UP effective 
salislé n the organization ness and, as well as, work 


|. Reorientation of corporate objectives and mission 

2. Review of plans and the programmes 

3. Evaluation of tasks, targets and available resources 
4, Balancing the structure of the Organization 

5. Introduction of a good communication sy 
6. Better design of plans and equipment 

7. Simplification of processes and methods 
Standardization of products and procedures 
Improvement of workflow 

10. Planning and control of work 


11. Managing resources, inventory ‘control and replacement of plants and 
machineries 


12. Quality and cost control 

13. Improving the layout of the shop floor 

l4. Better working environment and working conditions 
15. Optimum utilization of resources 

16. Higher standards of safety, security and health 

\7. Performance satisfaction 


stem in the organization 


OM : 


METHOD STUDY 


As a productivity improvement step, Method Study helps to produce the same 
output using fewer resources or to produce more with proportionately less 
inputs. It reduces, if not eliminates waste. Method’ Study ensures creativily, 
innovativeness, optimal decision-making power, good organization practices 
better communication. The following issues are the essential elements when 
carrying out a Method Study: 

1. Economic considerations 

2. Technical considerations 


3. Human reactions 


Basic 
Study 


The 
Situ; 


Procedure, Steps, Process or Mechanism of Method 


Method Study technique is flexible enough to accommodate different given 
“ous. A simple framework for its application in any given circumstance may 
‘I8ned as given in the following page: 
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Select the work to be studied 

Record all the relevant facts of the present (or proposed method) 

Examine facts critically and in sequence 
Develop e. most practical, economie and effective method, with due Fegary 
to all contingent circumstances 

mstall that method as a standard practice 
“Maintain that standard practice with regular routine checks . 
Though we have indicated five basic steps for an actual sa is not neces ry 
to follow the same sequence or pattern. The sclection of oe ee of study my y 
be preceded by the study of possibility of data collection. Similarly, Preliminary 
critical examination (pilot study) may be needed in order to identify the Problem, 
area. There may be need for more detailed data gathering during a pilot stud 
It may also be revealed during the preliminary critical examination that the red 
problem is something other than the one selected. Therefore, sticking to g rigid 
procedure of analysis may often hamper getting a productive solution. 

There should be no element of secrecy during Method Study. Discuss; 
exchanges of views and efforts at a mutual understanding are the very basis of 
Method Study. There are also several undefined stages in this study. The fina] plan 
has to be discussed with all concerned before implementation. In the same wa 
prior to the installation of the new system, all the concerned persons are required 
to be made familiarized to the new machine through reorientation programmes 
Once installed, the system has to be maintained to ensure that it becomes an 
accepted standard. 

The steps of Method Study, therefore, can be listed as follows: 

Initial data collection a 
Preliminary/pilot survey and assessment 
Identification of problem areas 
. Collection and assembly of data concerning factors related to the subject 
Determining their interconnection 
. Finalizing the subjects for study 
. Defining the problems/subjects for study 
. Assessment of their impact/reaction 
. Evolving alternatives 
. Deciding optimal solutions 
. Testing the solutions 
. Preparation of the report 
. Presentation of recommendations 
. Decision on implementation 
. Preparation for implementation 
. Installation of the newly evolved system 
. Maintenance of the newly installed system 
. Evaluation of improvements achieved 
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Work Study 


vail procedures of Method St 
P 





udy 


jection of the Job 


arg step. once the Method Stud 


ap {il 
I / y Ide 
| mination of objectives. The proble 2 Is conceived. is the orientation and 


i ail od Study Investigator faces sit ce ar 
(ll al Bottlenecks that disrupt Smooth 


i) products that need to be 
| cost-reducing techniques prance €conomically by the application of 


(c) Economic utilization of 5 ace, 

(d) Economic utilization of bik ane land and buildings 
(¢) Elimination of idle item or non- and plant 

flow, queues and congestion 

while selecting the subjects for 

¢ ultimate objective of the Mcthed Sayer essential to remember that 
a evel of productivity and increasin prove achievement by raisin 
elect should not be taken in its narr 
It must include a preliminary survey, 
on the continuity of the Study. The s 
it must also include the selection o 
end result. 


Record the Facts 
Adequate facts about the existing ere 


the method or procedure. This is to ensure an ee ee 


Job is carried out is maintained. To eliminate a Ctive record of the way the 


hance of bias, this record is 
based on direct observation by the concerned investigator. It is not compiled from 


second-hand accounts, the manager's version on h 
’ : ow he thinks 
or an operator's description of how the job is done. een 


Critically Examine the Facts 


This is an important stage of Method Study; the information that is being collected 


is scrutinized, and each part of the job is critically examined to determine whether 
any part may be: 


(a) Eliminated altogether 

(b) Combined with another part of the job 

(() Changed in sequence 

(l) Simplified to reduce the content of work involved 


aa cllective examination of the facts, the following questions are generally 
‘«: 


(a) 
(b) 
(c) 


What is done and why? 
Who does it and why that person? 
Where is it done and why there? 


‘ 
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When is it done and why then? 
a ear? 
How is it done and why this way | 
{e) Ho is lifvi combining. eliminating 01 modifying the fark 
Rearranging, simplifying. ii Ff 
records obtains a base for an improved m , 
Develop the New Method 
The alternatives selected are uscd t 
y uire 
or procedure. These may req 
preferable that tests of this nature are ¢ : 
site. if possible. It is good to ay cra ie 
certs y method in the aeps 
of acceptance for the nev Te 


, od. It must be accept 
it ane: ise their practical requirements and technical specifications, 


o reshape and develop the new method, la 

test runs [to detennine their feasibility he 
arried out at a place away from the NY 
nental officers to case the protien’ 
rtment. The end result must Hae 


artmental staff and Workers 


Install the Method 


Prior to installing the new method. decisions must be taken on: 


plants or materials (if any) 


(a) Ordering of new 

(b) Phasing in changes in the production process = 
(c) Deciding the extent of redeployment 

(d) Introducing new documentation procedures 

(ec) Setting new quality standards and test procedures 

() A detailed timetable for effecting these changes 


The end product of the installation stage Is that the new method is in operation 
at the work site: there is a complete control of line management; and finally, aj 


members of the department are fully conversant with the method. 


Maintaining the Method 
When a method has been installed, it tends to change slowly as a result of minor 
alterations made by the operators or supervisors. To detect any alterations, a 
reference standard (job instruction sheet) is needed against which the job can be 
compared. Likewise, a corresponding document for an incentive scheme, which 
also contains details of the standard time for each job, called a job specificat on, 
is prepared. With this data, changes in method can be detected. If changes are 
considered to be useful, the instruction sheet can be amended to incorporate them. If 
they are thought undesirable, they can be removed through line management. 



















WORK MEASUREMENT 


ILO defines Work Measurement as °... the application of techniques designed t0 
establish the work content of a specified task by determining the time required for 
carrying it out at a defined standard of performance by a qualified worker. Thus 
is conventionally known as Time Study and is primarily carried out to determins 
the standard time to perform a specific task. This standard is used for planni 
and scheduling work, cost estimating and labour cost control. It may Serve ® 
the base for a wage incentive plan. Its most popular application is in deciding ' 
wage incentive plan. | 


ni 








¢ 

a ire different techniques of Work 

Pipe belne Measurement, the principal techni 

al ; Time study principal techniques 
2. Ratio-delay study (statistica 


] 
synthesis from standarg date Pins technique) 
predetermined motion time 5 
; Analytic estimating 


or 
out of all these, only the Time Study ¢ 
Y technique is widely used, others being 


cated in nature. Here too, we 
1 WE will 
nly, while simply defining the at, — details of the Time Study 
S. 


tandard 


li 
comp 
echnique “ 


IL 
from a Jim 


|, A stopwatch that records one minute per revolution by intervals of 1/5 
cording thirty minutes 


9. One that records one minute per rey 
minute, with a small hand coe in 1/100th of a 
3. A decimal-hour stopwatch recordin * 


§ 1/100ths of an hour per revolution 


graduated in 1/1000ths of an hour and a small hand that records up to 


one hour in 100 divisions 


Steps in Time Study 


| Following steps are necessary f 
i ary lor carrying out a Time Study for measurement of 


|. To collect and complete all available information about the job. This should 


include surrounding conditions and the atti e 
tude of the operators, w 
are likely to affect the work tors, which 


2. To record the details of the method and also to break down different 
operations into elements 

3. To record the time taken by operators to complete the task (element-wise), 
measuring preferably with a stopwatch 

4. To assess the working speed of operators, comparing the same with a 
predetermined standard speed 

i 'o convert the observed time to the normal time 
lo decide the rate of allowances which may be given over and above the 

; normal time of the operation 


To determine the allowed time for operation 
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Other Techniques © 


As conducting a Time Study 7 
techniques. like Ratio-Delay Study. 


f Work Measurement 


for cach job is a time-consuming task, Statist; 
are often done. Ratlo delay ts a san th 
ng 


mplete job production study, under ratig. 

augue. Instead of goin ing of a ae number of readings ts taker! 
techniques. ‘ : a aie in all other sampling techniques, under this method nick 
random inter oul come errors. However, since the cost of such studles jg mal 
there bound to arene that have the expertise may prefer this method, Anothe 
less, man} nape method is that since rating is not being done, recording the time 
saehes a So aeetel encounters no resistance from the workers, ne 
= aneeee sactined: synthesis from the standard data = ye as synthesizeg 
times are time standards that are built up or synthesize Paik clement limes 
previously obtained from direct time study. The process ol synthesis helps ° 
approximate the time requirement from the available standard data. Organizatj, 
that have an independent Work Study Department usually build up synthetic 
tables covering the commoner elements. Some units also use such time Tecords 9 
other organizations as standard data. For obvious non-commonality of techno} P 
skill, process and working environments, this type of synthesis may not always 
be correct. 

Based on the elementary movement, predetermined motion time standay 
have been developed for different job elements. For time measurement, work factor 
and basic motion times are usually recorded in any predetermined time standarq 
These time standards are used by Work Study analysts as the basis for comp 
the observed time of the present workers. This enables them to quickly decide the 
efficiency or otherwise of the workers and to give decisions accordingly. 

Analytical estimating, a compromise between straight rate fixing and time 
study, is normally used in plant maintenance and repair work. Since, maintenance 
and repair jobs call for creativity and innovativeness and also require adequate 


planning, it is difficult to enforce straight rate fixing, the skill element being 


altogether ignored. 


Analytical estimating is difficult in nature and not always foolproof for 


inexperienced work-study men. 


CONCEPT AND DEFINITION OF ERGONOMICS 


Derived from two Greek words, ‘ergon' meaning work and ‘enomos’ meaning laws, 


Ergonomics is the study of the effects of work system on workers, The objective 
of this science is to fit the work to the men doing the job, with a view to increase 


their efficiency, comfort and satisfaction. ILO defines Ergonomics as: 


‘The application of human biological sciences, in conjunction with engineering 
with sciences, to the worker and his working environment, so as to obtain maximum 


satisfaction for the work which, at the same time, enhances productivity.’ 


A contextual analysis of the ILO definition provides a more meaningful basis of 


understanding Ergonomics. An Ergonomist tres to integrate the work system (wi 
would include the tasks, working equipment, working conditions and work 
space) with the capabilities and requirements of work, In this process, he t 
ensure job satisfaction for the workers, which increases their productivity: 
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Kore Study 


“Ne 
Vert tr ibaee a Of human enterprise, like offices. 
“SOME areas where Ergonomics have 


_gonomles Can be APDlled te 
“108, SHOPS, SHIPS, flr are 
0 uccesstully applled pre: 


nesign of equipment, Dtiwe 


pesign of displays ang Wwarn| 
pesign of furntture, seat " S¥Sterme 


5, réSt; 
nesign of tools, IIgs ane fixty 5 ane Steps for operators 
Plant layout ites 


fmprovement In Working condit 
Computation of relaxation fons and 


Sclection, training and place 
Motivation of workers 


to understand the subject better, | 
wwestigaion of a work system as follows: 

yuman Characteristics: Health 1, 
jackground, education, training, ex 
reaction time, interest, personality, 
anid motivation. 


work: Physical toads, perceptual loads 
gysteMs. controls, compatibility of inputs end outputs 


' working Conditions: Workplace Ia 
yout, po : . 
fligue, monotony and relaxation allowances, Pot a peas . inate 
hours and shifting working conditions, : y an alth, working 
Environments: Illumination, ventilation, temperature and humidity. colour 


dynamics, fumes, dust, odour and smok 
e. lands 
cleanliness and sanitation. ia ar aa 


There are many alternative terms to name this discipline like, Human 
Enginccring, Human Factors in Engineering, Engineering Psychology. A lied 
Experimental Psychology, Applied and Human Engineering Research Nene Machine 
System Analysis, etc. This subject was developed during World War I with the 
synchronized efforts of physiologists, psychologists and design engineers. Its earliest 
application is traced to Frederick Winslow Taylor (1856-1915). Taylor's experiments 
were aimed at developing optimum design of equipment for specific types of work 
and also to train the workers to suit each kind of task. Frank Bunker Gilberth 
(1869-1924) and his wife Lillian. elaborated the Principles of Motion Economy 
and introduced rest pauses and spacing out in the work environment to reduce 
fatigue and eliminate stresses. Since then, with the advance of Experimental 
P ime ‘logy, Psychology and Method Study, the subject delved deeper into the human 
poke: up for better and scientific understanding of the effects of working conditions 
and Chvironment on the human body and mind. 


ye" 


environments 
Wwances for workers 


ment of personnel 


{us group the areas of Ergonomic 


ene anthropometrical data. personal 
ene age, sex, intelligence. aptitude. 
«ristics, temperament. attitude to work 


mental loads, displays and warning 


Impact of Ergonomics on Work Study 


Work S 

~ k St ily aims at the scientific analysis of a work system to Increase productivity 

* ttistaction at work, It is dependent on Ergonomics for research data on the 
“'Y lacets of human reaction to a given work situation, This input information 
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+h it put information/ data 
| ained physical cl 
hod of handling 
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yormal speeds of movernen . 


Limits of sust 
optimum met 
Receptivity to scnsory 
deviations 

Time required for ev 
motion output 
Anthropometric d 


aluation and de 


sion and layout of equipment, worn, 
ata to guide desig kp 


ea 
_ —h 


ore scientific and result-or} 3 
lated to the following areas; leq. 


ia 
aa | 


ired for Perceptiy 
™M an 


cision making and reaction nt 
mle i 
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af 


Ve 


(d) 
d furniture . 
(e) aets of different environmental conditions on the human being on 
; ; AAT 
‘ ts 
to gencrate impro% emen | | 
g corking conditions S° as to raise the standards of cont 
() Effects of working S Of comfon 
safety and health | 
(g¢) Qualitative and quantitative analysis of factors contributing to ind, Fe 
tion of ‘relaxation allowances Striy 


fatigue for computa 


7 


Ergonomics’s Relation with Management 


From the very planning and design stage of a work system, the discipling 
Ergonomics is of use to the management. To organize, direct and contro Hee 
effort towards a specific end, management needs to have an appreciation ¢ 
human factors involved in a work system. “ 

The results of Ergonomic research in the field of perceptual and mental load 
have a special impact on the work situation, challenging managerial pe ormar 
in an organization. The aim is to eliminate all perceptual and mental loading jj 
could arise from the examination and evaluation of reports on the normal actiyj 
of the organization, highlighting only the deviations from the standard state . 
allows application of management time and talent to really important probler 
To put it simply, Ergonomics helps in increasing the productivity of manager 
brainpower. This change by itself, without any change in the methods ont 
shop floor, will lead to a spectacular increase in the overall productivity 6 


organizations. 7 


Working Areas 
The working area of an operator can be categorized into three groups: r 
immediate and maximum working areas. The normal working area is one that 
be reached by the operator using any movement up to, and inclusive of, clas 


OTT: 
au 
g 


movements. It is the area that is bound by two arcs made by the fingers ust 


the elbow as the pivot. 

The immediate working area is the surface immediately in front of the opera 
where the two arcs of the normal working area overlap. The maximum © ork 
area is one that can be reached by the operator using any movement up 0, 8 
inclusive of class 4 movements and is the area bound by two arcs ma J byt 
fingers with the shoulders as the pivot. 


The space between the normal and the maximum working area Is é ecessi 


Bl 


through a class 4 movement. Anything beyond the maximum WOTIKEip” 




























that 


The 


_ prod 


may 
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Classes of movements can be 
on the pivols around which the b 












ng or 


Work Study 


iched only th 
Y Mrough a class 5 mov 
(chine: ement. including body bendi 


no 
Tmal working area would impose undue 


gf care must be taken to plac Olves excessive head movements. Therefore, 
we inspection as much € all the Materials well within hi £ visi 
uring INS te cn of the work as sonaiti in his cone of vision. 

fron! of the operator. e must take place directly in 


Ys Ouped in the following five categories, based 
ody members move: : 


Classes of Movements 


; Pivot 
£7 Raul Ree eee ra 
| Knuckle (Finger Joint) Z — : 


Finger{s) 
. Wrist Hands and fingers 
etbow Forearm. hands and fingers 
: - = - Upper arm, forearm, hands and fingers 
run ody apart fr 
Taal yapartirom _— Torso, upper arm, forearm, hands and 


SA similar classification is available for movements contender tdie the Bee 
economy of motion, the movement should be of the lowest classification possible 


is compatible with the normal capacity of the body member affected 


MOTION ECONOMY 
process of minimizing the physical and perceptual loads imposed on people 


4 engaged in any type of work is known as Motion Economy. It could be in the office 
the shop floor, the kitchen or at the driving wheel. This science leads to better 
design of equipment, jigs and fixtures, hand tools, furniture and labour saving 
| devices. It also facilitates better layout of offices, warehouses, plants and o rating 
areas like the office desk, work bench, aircraft, cockpit and crew ae tants of 
_ red fighting vehicles, etc. The application of the principles of Motion Economy 
nates or minimizes the wasteful and fatiguing movements and increases the 


uctivity of workers. It insists on minimizing the movements with respect to: 
Number of movements 
Length of movements 
Classification of movements 
Number of parts of body used 
Necessity for control 
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e Muscular force 
e Complexity movements 
6 _Pistances between eye fixation 
ee Time required for eye fixation 
7 Feat Br otists propounded the following principles, for achleving Moti, 
homy: 
| Principle of Minimum 


e Principle of Natural Movement 
cous Movement 








Movement 


e Principle of Simultan 

© Principle of Rhythmic Movement 

© Principle of Habitual Movement 

e Principle of Continuous Movement 

Suattancas movements reduce fatigue and increase the rate of oy 

j . ; hand works, while the other one | 

Greater fatigue is caused when only one is idle 
Simultaneous movements include movements of the feet, while both the hae r 
are operating. e.g.. driving a car. The application of this principle, enabling bo 
hands work at similar tasks simultaneously. leads to a better design of figs 
fixtures and duplication of tools. y 

It is advisable that the principle of symmetrical movements be applieg in 
conjunction with simultaneous movements. Proper balance is achieved only when 
the movement of one hand is the mirror image of the movement of the othe, 
Symmetry in movements eliminates mishandling and promotes ease and speed. 
When movements of the hands are asymmetrical, operators tend to throw jp 
additional non-productive movements in order to achieve balance. % 

Rhythm is the regular repetition of a pattern of movement. It often includes 
the emphasis of a specific part of a cycle. Rhythm plays an important role jn J 
increasing the speed. eliminating the tendency of fumbling and reducing fatigue. | 
The examples of rhythmic movements are rowing a boat, hammering done bya 
blacksmith and drawing water from a well using a seesaw lift. _ 

The pattern of movements should be designed so as to facilitate habit formatic : 
When a cycle of activities becomes a habit, movements are executed almost asa 
reflex action. Habitual movements eliminate hesitations and increase the speed 
of performance. Rhythm helps to expedite any habit formation. Tools, materia 5, 
displays and controls must always be located in the same position. The pattern must 
be standardized for similar types of panels, work places and equipment. Continuous 
movements that are smooth and curved are superior to jerky straight-line 
movements, which involve sudden changes of direction and loss of momentum 
Materials, tools and jigs must be so positioned to eliminate undue changes of 
direction and to incorporate smooth, curved and continuous movements. __ 


These principles should not be treated as inflexible rules, but guidelines. 
For optimization, a proper evaluation of all the principles in their totality is 
required. This is because frequently, individual principles could be in conflict 
with one another. Conditions differ from job to job. At times, it may be necess a 
to compromise on the principle of minimum movements in order to equitaD 
distribute the physical load over the various muscles. At other times, it may P® 
necessary to give due weightage to the principle of continuous movement. Hence 
it is essential that the principles be applied with flexibility. — 
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"three things: 


_ methods is unique to human be 


_ performance of many different functions, etc.. are 
_ machines. 


Work Study 


© most 

ronment. i combination of the man, 
an and which necessary to determine which 
Surpass se i ainda are better performed 
in different 
aya ropriately used to Combinatio - eee oy 
papprol 19 Solve these man-machie : oe ‘human engineering’ is 
chinerjes € problems in design. operation 
Cipline aa * fact, it is not appropriate to treat 
of ef to define it in | € context anid mene ew 
is better n ine with Emest J Nota uman Engineering. 
; ck. McCormick defined it 
tasks and working environment 
ther attributes of people. This 
ns as the design of equipment, 
sumer products. and to the 

environment.’ 


EN 
“f study seeks to determy SINEERING 


yachine and the working e 
ig are better performed 
Both man and machine 


(I 
Me 


tC 
ncllor 
i achine. 


aL 


ems, and con 
thods and work 


- Receives the information (through different sense 
» Makes decisions (acting on perceived oa 
» Takes action (which results from decision) 


Thus, the basic control cycle for a human 


The power to reason inductively, being is sense. decide and act. 


exercise judgment, develop concepts and create 
ings. While performing quick repetitive routine 
d computations, apply great force. simultaneous 
characteristic features of 


tasks, the power to perform rapi 


A designer of the machine should, therefore, consider all the above details 


before designing better machines for productive use. Most computer numerically 

cont rolled (CNC) machining centres developed by large industrial organizations in 

India are not performing well. This is because they have been designed without | 
considering the human factor. A point to note is that sophisticated machining | 
| centres, whenever introduced, have become instrumental in giving rise to problems | 
of industrial relations, since these adversely affect workers’ pay packages. 


Since, a badly designed machine may be responsible for poor performance 


| 4 Workers, the application of ergonomic/human engineering techniques is 
eed to design the machine. Modem machines are ergonomically designed 
| es is stress and fatigue of workers to facilitate ease at work, while at the 
Fcineers gain in terms of increased rate of production. The application of human 
| sun! ergonomic techniques has been found useful even in designing 
ler products, kitchen gadgets, furniture, etc. Recently, Blow Plast Ltd, 


under lechnical collaboration with Klober of Germany, ergonomically designed 


Olice Chairs. 
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Ssary to | 
a 
Parts ke following line of action: 


en — areeeed In each ¢ 
VALUE ANALYSIS To Aue SEED, IL Is nece 
eliminate the redundant 


nitlate action of 
| dls Cheaper substityt 
Slindardize the Parts S without impairing the use v 









“ 


orld War Tl, Harry Erlicher of General Pleo \, 
of materials (as manutacturers Were 11.0 \), 
r shortages of orginal Matertals) oie ‘, 


y “ ’ 
947, drawing lessons from W 


: apany observed that substitution 


ystitution to eneounte alue 


sompelled to £0 si 1 better functionality, This prompted further esearg| en ii Develop alternative Methods 
led to cost oo , pa? processes. In fact, L.D. Miles, another lop Cxecy : 5 Redesign, if necessary . 
alternative wong — paueae by him to go Into the details of this substitution ty, 
pene mt cilled Value Analysis. By 1949, this approach was used x pvr HBOS 
_ eee te form at General Electrte Company and gradually tn th US j cant Hel the fonew ing advanta 

ore ims amane we ' 


1970, the concept of Value Analysts gradually recelvey Lowering of cost £es from Value Analysis: 


Beller quality of Product 


Department of Defence. BY ' 
international attention, . . ; 
Value Analysis is the organized creative technique to analyse functions of 2. 


“a fone rreased eff 
se i. ; ee reliability and maintainability. This is also k |, Ulgh level of morale ang 
ensuring its performance reliability anc . NOWn as I. team spirit 
Value Engineering or Value Management, 5. Increased customer Satisfaction 
Value is literally the worth of article/product/services. Value ts determineg in ¢, Oplimum resource utilization 
terms of cost and function. The value of a product can be improved by: | 7, Improved methods of Production 
1. Improving function (keeping cost constant) 3, Increased Job satisfaction 


and motivation in workers due to the use of 


~~ 


3. Both by improving function as well as by reducing cost Sy 
There are different types of value for an industrial product. These may be 
classified as: 
* Use Value: The properties and qualities which are useful and which 
enable the accomplishment of the given work. This type of value Tay be 


2. Reducing cost (keeping function constant) creative ability 









either for primary use, secondary use or for auxiliary use 
* Esteem Value: Aesthetic features or properties which attract a customer 

to own it | 
¢ Cost Value: The cost required to produce the item 


¢ Exchange Value: The properties which enable the owner to exchange it 


for anything else, if he so desires in future 


However, for all practical purposes, industrial situations are primarily 


concerned with Use Value and Esteem Value only. 


In the backdrop of the above discussion, Value Analysis can be defined as a 
method of search, a systematic procedure resulting in the orderly utilization ol 
alternative materials and processes. It focuses on engineering, manufac g and 


purchasing with attention on one objective that of obtaining equivalent or ever 
better performance at a lower cost. 

















services from the workers, 
J 


Problems of Time Study 


Time Study is a work measurement techni 
to decide standard ¢ime and then to comp 
Though it basically helps in pricing a job, i 


deciding 


que that is widely used in industry 
are the time taken by the workmen. 


t is also used for other purposes like 
on training requirements, payment of incentives and ae etc. Try 


the following problem to understand its computational details. 


Set tl 


activity det 
that within 
“that during 
Standard T 


\¢ Standard time for manufacturing Ball Point Pens based on the following 

ails. You have observed the ongoing job for 100 hours and have seen 
this period 1000 Ball Point Pens have been manufactured. Assume 
work, workmen get personal time allowance at 10 per cent. Compute 
| Time for manufacturing a single Ball Point Pen. ' 


Activity a Sa ae 

Steps in Value Analysis A ; " — _ —— a 
Following are the steps to be followed for Value Analysis: _B d 90 - 300 

1. Collection of full facts and information about the product me : aaa | 

2. Get the details of the cost break-up D : 

3. Determine the function g 70 

4. Think creatively | Idle Time 

5. Compare and evaluate the alternatives Total Observed Time = 











Scanned with CamScanner 









? ad | ressary to compute Avera 
a at the outset. it is necessary £6 G 
ve th ale period by the number of ball point pens produced 
a ; aa Sil Point Pens = 1/10 of an hour, i.c., six minutes, 
a A tautes on an average is taken for manufacturing a bal] Point 
us, 


wy 
Now, we h 
formula: 
Average Cycle Time * 
Average Cycle Time has a 
Observed Time is the activi 
Total time is the total observed time. 
the observer given in the problem 
(a) Time taken for Activity ‘A 
6 x (200/1300) x (120/10) = 1.1 


Cle 
Le, 


ave to compute activity-wise distribution of time using this 


(Observed Time/Total Time) x Rating 

Iready been computed, which is six minutes 
ty-specific time, already shown in the problem 

, Rating is the perceived rate of efficiency of 


(b) Time Taken for Activity ‘B 
6 x (300/1300) x (90/100) = 1.2 

(c) Time Taken for Activity "C’ 
6 x (500/1300) x (80/100) = 1.8 

(d) Time Taken for Activity ‘D’ 
6 x (100/1300) x (70/100) = 0.3 
4.4 


Total Normal Time = 


Now, we have to compute Standard Time using this formula: - 
(Total Activity-wise Time or Normal Time/ {1 - Personal Fraction Time]) 


vv 


SUMMARY. 
Work Study is defined as a procedure for understanding and determining ~ 
the truth about the activities of the people, plant and machineries. It also — 
helps us to identify the factors that affect efficiency and achieving economy 
through optimum utilization. Most productivity improvement techniques — 
involve major capital expenditure in plant or equipment, whereas, Work — 
Study, being 2 management technique, ensures greater productivity by 
using existing resources. The human element is emphasized in Work | 
Study, and the importance is given to operation rather as opposed to the 
technical process. Like Work Study, Method Study also helps in enha neing 
productivity. This apart, in this chapter, we have discussed other important 
tools of production and operations management. The chapter conclu des 
with the discussion on Value Analysis and Engineering. 
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method Study: As a productiyy 


yroduce the s¢ 
to ame output using forevement Step. 


proportionately less Inpu CWEr resource Method Study helps 
, Sis) 


ts 
ensures creativity, Innoyat Tf not elim T produce more with 
organization practices ang bette. S. Optimal a ig halarspegh i scnohinean chines 
motion Economy: The pro “ommunication, n-making power, good 


Proce 
imposed on people engaged = bi minimiz} 
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1 could be In the office, the sh Y type of physical and perceptual loads 
science leads to better oP floor, the 





functions are better performed is Seren better performed by man and which 
each other in different ways. Econom, ©. Both man and machine surpass 
combination. The term ‘Human F fj 





«J REVIEW QUESTIONS SS 


l. 


Define Work Study. What are its important objectives? Why do trade unions react 
to Work Study Programmes? In what Way can you combat such reactions? 


What are the important roles of Method Study? Identify the important contributions 
of Method Study and discuss at least five such contributions in detail. 
Elaborately discuss the steps involved in a Method Study Programme. 

Define Work Measurement. What are its different techniques? Discuss at least 
three techniques elaborately. 

What are the steps involved in a Time Study Programme? How does it help Work 
Measurement Programme in an industrial unit? 

What - Ergonomics? How does it help to increase productivity? Discuss with 
examples, 

What are the basic principles of Motion Economy? Discuss these principles in 
relation lo a work area, with which you are familiar. 

Explain how Human Engineering techniques influence machine design. Select an 
‘dvertisement of a furniture item and discuss its ergonomic features. 

What are the steps involved in Value Analysis? What course of action would you 
Uesest for a successful Value Analysis Study? Elaborate your answer. 
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INTRODUCTION 


Vaenance can be defined as the operation of a pool of 
resources, i.€., men, spares and tools, etc., to control the level 
of availability and condition of the plant. Therefore, it means that the 
function of maintenance is to repair, replace, adjust or modify, as 
required, different parts of plant to ensure its smooth operation and 
performance. This is done using the pool of resources of men, 
spares and tools. Maintenance ensures flawless functionality of 
the plant and machineries. It substantially reduces machine 
downtime, ensuring continuous production. With scientific back- 
up maintenance support, it also contributes to the profitability of 
an organization by substantially reducing costs. 


In organization, the task of maintenance is assigned to a separate 
technical team, known as maintenance team or department. 
People, who work in maintenance department, normally are not 
assigned any job of the operation department. Their services are 
required as and when the maintenance problem occurs when 
required basis, usually when there is a breakdown. Problem of 
maintenance is time independent, i-e., when it will occur is not 
known. Hence, planning for the maintenance stalf is difficult. It 
means every organization needs to carry the inventory of inaintenance 
inanpower, whether they are required or not. For this reason, 

this function to optimize their 
many organizations outsource eon 
maintenance costs. However, such outsourcing may not alway 
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be feasible, for the obvious criticality of mainten 


for man ar (the maintenance cost fg gy, GF 
least one-third 0 , aes Vo d 

SS esance soem and control. Poor capacity utilization, deer, Able 

- with proper maintenance p ¢ at least can be partially attribute " 


litv failure, etc.. ¢ ; 
“See or _ Problem of maintenance is a global issue ¢ 
. prot : ie) ° 


) sblem is even more acute. 
Th e Total Quality Management (TQM) 


pis helps to prolong the Usefu] lif, Maintenance ee | 


we, thereby minimizin rod © Of a plant 
‘ Uctl by preventing breakdown and 
ene overall objective of the on Interruptions. g breakdo 


‘ Nten 
aanent by keepin ance 
rep al the inwest pone P pnction ts to support the operating 
: eo qiion 4 Possible cogt ment and facilities in roper running 
NC in Ihe, co! prove adequate to achi ' ‘Teventive jis 
dla ev maintenance alone does not 


way”. facilitate the © this, 
Sol alone fa actual Investigation rah requires a huge cost and does 
© the reasons for failure. 


ance jobs and high-cost bllgatin, 
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approach emphasizes on the maintena»_ 


tification and suste Ney 
agement issues also. Even in getting ISO certific ust ning They 


to put their renewed ep,’ t 

’ the organizations met CHlOrte y 

ome mandatory for : 1 ees Ih 

has now bec - maintenance function, keeping pace with the recent treng. 
restructuring their m : r- mn) 


DIFFERENT TYPES OF MAINTENANCE 


can be classified into different types. Organizations ers hs 


Maintenance functions ir plans and coe 
the specific type of maintenance, depending on their p p ar Mmes an 


also the specific policies of maintenance. ( 


corre ctive Maintenance 
compensate for the failin 


Of break 
e maintenance policy jg consign md Preventive maintenance, the 


rrec l iv 
better alternative. Corrective 


involves the st 
on ses in design, substitution of m quipment de 
ar ate or tor 
eliminate ; fgets the frequency of main 
dy} naintenance ools in organizations are- tenance problem. Corrective 
(b) Redesign, ie., modifications 
Substitution, i.e 
(ce) +» Teplace 
( versions P ment of Components with more improved 


(d) Changes in material Specifications 


Breakdown Maintenance 4 
It is a traditional form of maintenance, and it requires organizations to ; hake 
available a separate maintenance team. The services of this maintenance + 


\ Lam 


are called upon time to time whenever there is a machine breakdow \. Frequeng 
of such services or the problem of breakdown occurrences depends on the age or | 
the machines and plant workload, defects in the system, etc. To understand he | 
trend, it therefore becomes necessary for every organization to maintain machin. | 
breakdown or the failure statistics. By analysing this, it is possible to unde, ‘stand 
three different kinds of probability distribution as under: - 

(a) Normal distribution 

(b) Negative exponential distribution 

(c) Hyper-exponential distribution i 

These distributions have been outlined in detail later in this chapter witt 
mathematical logic. What is important to understand here is that maintenance 
problems do not follow any uniform defined distribution pattern: In fact, they van 
from case to case. Maintenance work in case of any breakdown being time-independen 
it is often difficult for an organization to decide the optimal manpower requirement 
It is also often difficult to gauge the requirement of other pools of resources like 
spares and tools for effectively carrying out maintenance work. 


i 
} 
} 
i 


Predictive Maintenance 


¢ To analyse failure 
e« To collect statistical] data 


Total Productive Maintenance (TPM) 


This kind of maintenance involves all 
participation in small group activities. iit rivets a area ce sa 
| Ltd of Japan in 1969, after they experienced difficul 


activities of automated equipment with conventional m 
¢ | import nt fent f ( aintenance crew). The 


Preventive Maintensace | , _ * Activities to maximize equipment effectiveness 
Normal wear and tear of machines can be avoided by adhering to a preventive Autonomous maintenance by operators 
Company-led small group activities 


Science programme. Preventive maintenance has been defined as pe | 
: 3811:1974 as, ‘Maintenance carried out at pre t s, or to other The TPM Pr 
predetermined intervals, 7 Programme organizes all employees from the top management to 


eS aie ae — to reduce the likelihood of an iter 10t meetin | Bocuictive moe Workers in a company-wide maintenance system to support 
Preventive mai de et Its ne cilities, The dual goat of the programme is zero breakdown and zero 
maintenance activities involve; _ and de * results are tremendous. There is an obvious elimination of breakdowns 
(a) Periodic inspection to avert breakdowns and depreciation of plant “This h oe there’s an improvement in operations, and the costs are reduced. 
(b) Upkeep of plant by routine adjustment and repair if “ ensy, : “PS to increase the productivity. In addition to all tangible benefits, it atso 

| ‘> Intangible benefits, which the Japanese list as the five ‘S’: 
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‘ide to proc . 
ye de Procure (, Stuy, Maintenance Management biel 


(a) Seiri (Orderliness) _ of equipment becatige i Spares 


capar Whic 
(b) Seiton (Tidiness) " os! calls for better APPrOXImatin rellabitj h 5 rarely required during the 
(c) Seiso (Purity) itl N. The fo 


P 
4 ine downlme would be: fey when the machine's down- 
, Or com 
(6) Sct oma i 1 pabitity of failure) x (Machine B putation of expected 
(e) Shitsuke (Discipline) (rr reak ion 
see taky ese are usually high-cost items Costs) 
















CE POLICY ‘ 
NEED FOR MAINTENAN capital spares are required jn le 
. Pi aintenance policy based on the f “give items and procy SS quant 
organization needs to adopt a ma Ollo cls remen ty than 
ie an effective maintenance management programme: ong pares are repairable and rey, | decision S tak “pular spares. These are also 
s 


e, on the 
.¢ Queuing Theory to q €Te, a f Service level. Rotable 
iC ecide about the ik Named Multi-channel Single 


ger 
€ment of spares, 


e  Establisha scheduled planned aan based on predictive ana nt 
or monitoring of equipments conel ion 3 “ly ls 
¢ Avoid unnecessary tampering of equipment ae Saat 
idate breakdown problems or any equipment that affects prog), : m 
ee 

el 


a work control system to organize maintenanp 
 Sietaacnl Ce 


yample: 2 
ompany requires to m 
vallure pattern of this "ib ? paventory Of spares for break 
jkdown rate is six items per tment a Poisson aces Siilinn gba 
. end. [he mean 


e Liqu 
preakd ~ 
g this item is one 


on priority basis 
Some organizations follow 
activity. This involves: 
(a) Planning 
(b) Scheduling 
(c) Materials Coordination  - 
(d) Maintenance Contacts Coordination ss a i 


SPARE PARTS PLANNING AND CONTROL IN MAINTENANCE — 
"9 \ 


Most of the organizations maintain stock of spare parts for maintenance job, As 
this constitutes a major part of the inventory investment, proper planning ; TH 
control of spare parts requirement are extremely important. Both for preventive 
and breakdown maintenance, we need to plan for spare parts. While preventi a 
maintenance is planned and carried out at a periodic interval, the breakdown 
maintenance problem is time independent. Even systematic preventive maintenance 
does not give guarantee to eliminate breakdown maintenance. Planning for the 
spare parts essentially depends on data analysis of failure pattern. Using these d ata, 


month. The arsed wants to mainta; te time for Procurin 
r stock requirem Servi 
ihe bulfe q Cnt of the spares, level of 90 per cent. Calculate 




























| solution: = 
This is a problem of regular s 
reorder system. el requirement. Hence, we will use the fixed 
With mean breakdown rate of 
umulative probability of X at 90 
gg under: 
Xx = 9 Cumulative Probability is 0.916 


If we assume X = 8, Cumulative 
short of 90 per cent service level. a 0.847, which, however, falls 


Thus with stock of nine items (X), dur 
i » Curing lead time, 

of ‘rari demand rate (D__) corresponding to 90 “alte oe fe aon 
stock during the lead time, therefore, would be the diff Tvice level. Buffer 
which iS Dy cage): erence between D_ and 

Xx = (Da Do cead 

X = 9-6 

X=8$8 

Therefore, the desi 
F sired outs Stock would be three items only during the lead 


Per cent service Jenution table shows that the 


level is 0.916. This is written 









we decide on the service level or downtime/understocking cost and accordingly, 
compute the number of spares to be stocked. However, stocking policy depends 
on the nature of spares. | 7 QO. 
For regular spares, which are required in large numbers, breakdown occurs 
either as per normal distribution (normal wear-out) or as per Poisson distribution 
(for system overload). In this case, the service level is computed by ie Let us now examine a problem on in 
formula: a — On Insurance spares. As explained earlier, 
K a ee : Spares have high reliability and are costs Sih femahetne ae 
u i ide, vS non-availability may cause a huge downtime cost. Often, we need to 
K, +K, . - Whether we should procure these spares along with the equipment or not. 

if “lake such decisions of procurement if; 





where. K, = Opportunity cost for understock of one unit A 7 
K, = Opportunity cost for overstock of one unit i 


This helps us to decide about regular and buffer stock. Usually, these alt 
low-cost items. a 


Probability of failure) x (down time cost) > Purchase Price 
Banpte: | 


fe Spare of a CNC Machining Centre has a very high reliability of 99 per 
'© equipment is of import origin and its downtime cost in terms of lost 


hm 
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Industrial Management , 
é at Rs 3 crore. The ¢& “re C,= Cost of Maintenance Management GAY 
, th) is estimated a + TNC eo eres ‘ short rp 
ad time of one mon ) e to know whether they shout Ww = Cost of each i Per spare 
| Pare 


sales (during the le 
the spares is Rs 15 lakh. Th 
procure the spares along with the m 


e company would lik 


achine OT not. S Salvage Value of 


pnerefore: in OU Case ft {gs 


fach Spare 


Solution: ~ 
1. Calculate the probability of failure. which in our case is (1 Reliability Now. compare this prof; 0 = 0.69767 
il , ODak 
( N- J as found out in step a with the associ 
). As ated probability of N and 


- 0. = 0.01. 
a. sat ieee cost of downtime, which in our case is (0.01 x Ry 
3 crore) = Rs 3 lakh. 
Since, the cost of procurement 0 
than the expected cost of procureme 
along with the machines. sciinaitaioe 
Capital spares being in‘between regular spares . Tor effectts pares and also 
by nature expensive (though less insu! pares), € mainter 
it is desirable to hold the optimum nu 
have explained the formula for its compu 
problem to understand its computation. : sida 


for the service leve] Per the 
consider the meee Is less Sonia. if associated probability 
yence, the company shone N value an pa ae to N- 1 and N, we 

Maintain stock requirement. 


maintain the s 
“s spares being sets level. 4 stock of minimum three spares 
Rorservice Queuing Theory, iretlons re-usable, w 
* 4Ssuming defective ea Channel 
as ‘arrivals’ and 


{ spares is Rs 15 lakh, which is much high 
nt, it is not advisable to procure the sp on 


0 
at orresponding Spares becomes the basis f 
ng one live example. oF selection. Let us examine this 


uid 9 


be the optimum holding of spare engines 









Solution Hints: 
There are twenty Boein 
is sixty. alee ee is a ice Naa tee a . oe —— 
Mean arrival rate (A) = 3 per week i ce 
Mean servicing rate (u) = 4 per week 
Utilization factor (p) = A/S 
where, S is the number of spares 


We'll have 
Bites to analyse the problem for different values of S (i.e., Spare 


Example: ; roblem uSsl 
A company has identified the probability of requirement of capital spares baseq mdian Airlines have hangers at the airpo 

on their historical data as under: . 3 (ae ops for Boeing Planes. In one of th rt in Delhi. These hangers 
— sho} k. Th eir hangers, Boej gers are repair 
aan Se Whi rice per wee e€ engines of these Boeing P| » DOE€INg Planes arrive for repair 
Requirement of Spares Prob Y m fi qhen Boeings are sent to hangers for St singeene are repairable and every time 
pune 0.050] yj overhauled. Indian Airlines has twenty Boeings, and carn eee nee 
Sree Te, Oe | moines. Each engine costs Rs 1.5 crore. T ings. and each Boeing has three 
Sis SPORE Br eae 0.05 ‘ fom the standby, every time they are oa ah id downtime, engines are replaced 
Ee =, (rst Sateen, = -0.05 fe epair/reconditioning is four engines per a . ee eee eee Tate OF 
iss, — 0.10 a engine to the company Is Rs 30 lakh per week, and 2 ee 
“S: ae Be — ~ buying and storing the engines is the cost of ca ital per cent of investment on 
oe tS Rae 0.15 breakdown and service rates follow a Poisso a to the company. Assuming 
— os Nn distribution, suggest what should 


0.15: 


The cost of machine downtime duc 
estimated as Rs 450. Each spare costs Rs 150 to the company; the failed spares 


have a salvage value of Rs 20 each. The company would like to know the nun 
of spares they should stock to maintain the service level. a ti . 


Solution: i Y 2 
(i) Compute the probability of ith (P,) for the corresponding ‘N' (number 0! 
spares required). Corresponding N is determined averaging the spares 
requirement, which in our case is 21/7 = 3 (N). Cumulative probab 
(P) for N = 3 is 0.15 (.05 + .05 + .05). For N- 1 = (2), the associated (F, 

is 0.10 (.05 + .05). wg 

(ii) | Compute the associated probability for maintaining the service level. 
is found out by using following formula: on 


C.-C/C.-S, 


ae S = 2, we compute as under: 
cama: factor (p) = A/Sp = 3/2(4) = 3/8 = 0.375 
tf spare Nigine: ia to find out the total cost and decide at which inventory level 
Ans: 3 < otal cost will be the minimum 
pare engines), 
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| Kew lse Jabour hours woutg Proportionatety 
: . decrease 
nt of Maintenance Capacity nll P jsual Learning Curve Mog is Se for the subsequent 
~ ‘{’ yo . . = " 
ecessary to compute the manpowcr requirement depending on the wyerage time per unit of X a ax”, where. 
8 ef | 


s been illustrated below: / 
ha the following information. based on which you have 12 (|e Tie a hee unit 
4 <t them what should be the opimum number of workers. as cumu P Of units 
“been asked to sugecs ata mean tate of 0.4 (per day. One worker can r al - jcarning Coe cient 
A poschine bree ay. 1 11 = 1. The machine's doness is oe ra time | 
one mac if r workers. Ho then le: 
gets apaamte’ ee eeona thee; .. ogistic support is inadentite pany manufacturing TV sets has ex 
- bganmeare rs the company desires to increase manpower beyond three, yor apany would like to compute fi oe 85 per cent — 


aes bour 
it is required to develop 4 second line. war unit when it takes 3000 hours for hours required to manufacture 
kers are p . 
Maintenance WOT 


aintenance load. This 
A company has given you 


aid Rs 300 per day, whereas, the machine's jg), manufacturing the first set. 














: ber of workers assumin of (iON 
ie is - ae _ Consider the optimum num & no si 3000 (50)> 
other cost is inv . = 
By ee lett he, (10g0.85/log2 = - 0.07058/0.30103) 
Solution: ' Y= x 23446 a 5 
der: Hence, 

Let us now compute the mean of broken machine as un | og 3000 - 0.23446 (log50) = 3.07878 

___Aflamda) ___04__ 6 ie sntilog of 3.07879 ts 198.8918 hours, 

u (Meu) - 4 (Lamda) 1-0.4 a ett Hence, labour hours required for man 


}]99 hours considering Learning Curve ae fiftieth unit would be 


i is deployed, would then | at 
pec ampere ali en | Certain other maintenance problems like cent. 


Rs [1(300) + 0.66(650)] = Rs (300 + 429) = Rs 729 . jhilities, have also been il} computation of failure rate and 
a Jiabilities, have also been ildustrated thro 
Assuming two workers are deployed, the mean rate of failure would be the subject. | ugh this problem for better appreciation 


0.4/(2 - .4) = 0.25 

The cost of repair would then be: pe 
Rs [2(300) + 0.25 (650)] = Rs 762.5 ico 
Assuming three workers are deployed, mean rate of failure would be; _ hy 


0.4/(3 - 0.4) = .15 
The cost of repair would then be: a 
Rs [3(300) + 0.15(650)] = Rs 997.5 7 
ae 
From this problem, it can clearly be seen that the company, in rez ity, gets 
benefited only when it employs one worker, since the proportionate cost goes uy 
with the increase in number of workers. Hence, under the prevailing circumstances, 
the company should only use one worker for machine maintenance jobs. 
} 


Example: 
Bearings used by Rollers of Sonajuli Tea Co. 


company maintains data of bearing failure. The 
given as under: 


go out of order frequently. The 
last four months’ data has been 








_ Time to Failure Ist month 2nd month 3rdmonth 4th month | 
| ee AGS! 


(a) Average time to failure 

(b) Mean rate of failure 

lc) Reliability of any bearing running well for four months 
Soltition: | 


Learning Curve 


Discovered by T.P. Wright in 1936, the Learning Curve was used to analyse th 
factors affecting the cost of airplanes. Similarly, we can use the Learning Cun 
to assess the manpower requirement, work scheduling, material rec iremer 
planning, etc. an 


; Time No, of failure at the No, of bearing 3 O.k. Ratio of failure to { 


end af the month _untilthe end of the mon suroiing 








7 " Sattnoak tak tn eileen a a ei _50/118 = 0.4237 _ 
. e first unit takes eight labour hours + 30 55 Se : 
; ‘ae Re BR: -50) - - $30/68=0.4411 — 
* Second Unit takes 80 per cent of 8 Hours, j.e.,6.4 hours 90 —-— ae (Ss SM: : / — 
88 (68-30) «20/38 = 0.5263 
Lg ~-90(88-18) ——————*18/20=0.9 
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vis the reliability, @ ~ 2.718 Maintenance sina 


Ia ine mean lime between failures the fallure pate 
al ; rllOn t/T, between required (MTBF), 7 
he 7) is of an extreme impo Perating time 
wes when € equals 7, wh NCE according) () and meantime between 
cco y jg 0.368 (36.8 per ah “T €ach |, i es the Exponential Law of 
jo be decreased. When the mea a reliability. it eee ee 
rr’ ate (which Is tts reciprocal) 8ets req fen failures is kn sd a “i 
uced creased, the 


— 


Time to Failure (MTTF) 
8) + 3 x (20/38) + 4 x (18/20) 
89 + 3.6 = 6.4849 months 































ti 
Average or Mean S the operating time. 


1 x (50/118) +2 * (30/6¢ 
= 0.4237 + 0.8823 + 1.57 


Mean Rate of Failure 


1/6.4849 = 0.1542 failure per month 


RELIABILITIES 


that a piece of equipment or component will perfo 

atisfactorily for a prescribed time under the stipulated 
Unreliability is the probability of failure. Reliabilities ne 
ntages. The frequency at which malfunctions 


{°  atisfactorily at the same tj requi 

“agate SF as Me, it fs quires that all components 

if a overall reliability is equal to the Pa be a series system. In a series 
f the individual reliabilities of the 


This is the probability 
its intended function $s 


environmental conditions. 
as decimals or perce 





aiiP 
jnpore! 


lS. 
m Reliability, R, = Rx R x 


expressed salou ; da (4). and it is measured by the cysle 

‘s called the failure rate. lamda (A). ¢ number system Rx R 
ae each hour of operation or number of operations. Five failures this is called the Product Law of Reliability. tn the event th, 
1000 Hours ol operation would constitute a failure rate of 0.005 per hour, The | .ix- component system has a reliability of 99 © event that each component of 
reciprocal of the failure rate is the mean time between failures (MTBF). The Mean " - 0.9 = 0.53 (53 per cent), Per cent, the overall reliability is 


R. 


f 0.005 per hour is 200 hours, M0 w we can solve our earlier Problem as under: 


time between failures for a failure rate O 


NT FAILURE 
TYPES OF EQUEM jr three months = 38/118 = 0.329 has month = 38. Therefore. reliability 


Wwe can assume as i (lamda). 


Equipment failures are of three types: os 
sore aC curately. } ’ ver, Can compute the reliability 


Early failure, which occurs during the ‘debugging’ or ‘burn-in’ period due to 
poor assemblies or weak, sub-standard components that fail soon after the start- 
up of a system. These are gradually eliminated with the decrease in the early 
failure rate until the overall failure rate reaches a fairly constant level. This fairly 
constant level is attributable to random failures. 

Random or chance failures result from complex, uncontrollable and sometimes 
unknown failures in the useful life of a component or system. 

Wear out failures begin when the components are past their useful life periods. 
The malfunction rate increases sharply due to old age and to some random 
failures. 

Failure rates plotted against time for a large number of similar components 
produce the bathtub curve. Although reliability determinations are usually predicted 
on the useful or random failure period, the use of a constant failure rate concept 
is an over-simplification. This concept has been undergoing modification lately. 

According to the concept of constant failure rate, during the useful life of a large 
number of similar components, approximately the same number of failures will 
continue to occur in equal periods of time if failed items are replaced continually. 
The constant failure rate can be described mathematically by an exponental 
function. When failed items are not replaced, the number of failures during any 
period will decrease since there are fewer remaining items that can fail, The 
mathematical expression, indicating the probability or reliability that components 
in a constant failure rate system will operate successfully to the end of i 
period, is the Exponential Law of Reliability: a 


Reliability R+~* where 
r! = 4 
« ¢ (0.822 ix 4) 
Value of ‘e’ is constant, which is 2.7183. 
We can solve this problem as under: 
1/2.7183 x 1.288 = 1/3.5011 = 0.2856 


Hence, the reliability that bearings will be alright for four months is 0.2856 
Reliability is determined by inherent merits of its design, and hence, the 


liability refers to the probability that a particular machine will perform its 
designed function satisfactorily. 


DESCRIPTIVE METHODS USED IN MAINTENANCE 
MANAGEMENT 


hmaintenance management, descriptive methods like simulation and replacements 
ire used lor prediction of staff requirement, Already, we have mentioned that 
Sdillicult to predict the staff requirement in maintenance department due to 
vious nature of problem of maintenance {it is a time-independent job). 
‘tes Organizations optimize the maintenance cost, wherever it is possible, by 
4 oureing this function. Even to the requisition of the manpower requirement, 

'kition technique helps. Replacement method, on the other hand, helps us to 

‘decision on staff replacement, group oF single replacement of items and so 


R = eit SO " . 
the machines and equipment replacements. 


e-t/T 
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method Is to make y Maintenance ee; 


Se of the 
published by the Rang Corporation of ta table of random numbers 
0 SA. 









work oul the A8Signment 
4 ; , X > the behavig a ~ sponds to tt Sy 
) sement, we use simulation to mee ur of corresp INE probaby the inter, 

. 1) Bing simulation we can hah ee os : aoe ite environ aia lr Hecn calculated to two dein tou lon, sion fibge abe ae 
ial c vironment and {her St eve it shes : id evaluate th Me lh 100 numbers of two digits to Places, which add up to 1.00, we need 

ic avoid our institution and hunches al alu © varlous we lake random numbers present Sati peintrcs 00, we ne 
process, we ig ie best courses of action in predicting maintenance Staff robability of flue staff | hrough 99 to re at probability. Thus, 
ternatives to selec anization. Thus simulation helps us to estimate our Action a _Q1 to this demand levee to 02, we a present them. Now, as the 


: the prob Ssign two random numbers 

; ' ion. There he next five numbers 02-0 Probability of six staff 
prior to implementation f objectives l , 6 S& Staff being equal to .05. 
Definition of the problem and statement of obj manner, each of the dema assigned to this level. In a similar 


| nd levels 
* Construction of an (aes pee ec oe etndes asst this ve Ina ia 
‘th the model constructe 
° Experimentauon wil 
° eee of the results of simulation 


requirement in any’ — are four phases of simulation as under: 


Monte Carlo Simulation 
Monte Carlo or probabilistic simulation method is a numerical technique useq to 


, The chance element is a very significan 
‘ct the behaviour of the system. ant 
aes at a onte Carlo simulation, and this approach can be used when the given 


process has a random or chance component. 


Example: 


A power utility services organization maintains the record of the maintenance-staf 


requirement to predict the requirement for different Pere an the 
maintenance staff are interchangeable. The company, to ensure cost optimization, 
outsourced their out-bound (at domestic customers premises) lvpaaiie 
requirement, and on a daily basis requisitions their requirement from a service 
lating to 200 days’ requirement is as under: 













1.00 | 96-99 


Cumulative probabilities column analyse the assigned numbers to correspond 
i some probability range for each event. 

4. Once the random number intervals are determined. we select a tracking 
pattern for drawing random numbers from the random number table. We 
may start with any column and row of the table and read the values in any 
set manner—horizontally, vertically or diagonally. Using the pattern, we 
draw the random numbers and match them with the assigned events. 

Let us assume for the purpose of this problem, we have decided to take every 

third value horizontally, starting with the fifth column and fourth row of the table of 
random numbers. The random numbers, according to this pattern are 61, 74, 24, 
03,59, 16, 84, 92, 52, 07 ..., etc., (for 10-day demand period). We draw as many 


provider. Information re all 





—— 


Develop a simulation model to predict the demand of staff. for ten-day 


period. Ah 
‘ 


Solution Steps: . On 
1. Derive the probability distribution of demand for the staff, expressing each 
of the frequencies in terms of proportions. This is done by dividing each 


of the values by 200, i.e., the total frequency. The resultant distribution fandom numbers as the number of days’ demand required to be simulated. 
would, therefore, be as follows: a is the first number, i.e., 61, lies in the interval 40-70, corresponding to the 


_ ae demand level of nine staff. Thus, the simulated demand for the first day is nine 
No. of Staff ac: 3 ie | embers, In a similar manner, we can obtain the demand for each of the 
‘No. of Days | 02 LOS LOB 31 ...,19aee | or the ten-day period, we have the following demand: 
2. Determine random numbers using any mechanism of random ' ait 
generator. There are various ways in which random numbe 5 ct a | 
generated. These could be the result of some device like a CoM 08 ©” 


wee) 
published table of random numbers, etc. However, the most e¢ nv 
Ag 
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and Disadvantages of Simulation 
¢ A a ques have both advantages and disadvantages. | 
st r al advantage of this technique is its capacity to bel itself to Proble | 
er bersome and even impossible to manage mathematically USing 
“oF thods. Also. the technique allows us to experiment with the System, 
ct a Sates tout taking the risk of experimentation with the real system, It also, 


duces the time to enable the manager to visualize the long-term elfects ing | 



























that the simulation technique is not a derivation of 
Piccal as od given problem; it merely characterizes the behaviour «° 
the system in question for a given set of inputs. Also, the approach Is not p 

as it vields only estimates which are subject to sampling error. However, 4 
sampling error can be reduced by increasing the sample size. It may Not even 
prove economical since it requires a lot of efforts to develop a suitable model. It js 
a tool of solution evaluation and does not generate problem solution. Therefoy = 
it helps us to develop the proposed solution; then test the relative desirability of 


those solutions. 


Replacement Theory 


A replacement is called for whenever new equipment offers more efficient o, 
economical service than the old existing one. To take an example, an old equipment 
might fail and work no more or it might be worn out. It might need higher 
expenditure on its maintenance. The problem, in such situations, is to determine 
the best with respect to replacement of the equipment. The replacemen: t theory 
provides answer to this question in terms of optimal replacement period. 
We consider the question of replacement in the following situations: - 
« With respect to equipment/assets that deteriorate in performance over a 
time and may be restored in whole or in part by expanding maintenance 
costs. Thus, the existing assets might be good technically, yet on economic 
considerations, it may not be worthwhile continuing with them, and hence 
a replacement may be called for, Machinery, equipment, buildings fall in 

this category. _ 
¢ With respect to units that perform adequately until a sudden complete 
failure. The length of their service until failure varies randomly over som 
predictable range. Car bulbs, tubes, some electronic components, ete 
are the items that are considered in this category. a 
* With respect to the replacement of staff of an organization which diminishe 
gradually due to death, retirement, retrenchment and other} easons 


Staff Replacement , 


The staff of an organization calls for replacement because people leav 
organization for several reasons. For planning a suitable recruitment po 
historical data are collected to estimate the likely stay of individuals with @ 
organization through time. Here also, the stay of an individual employe: 


a random variable but the characteristics of the group of employees are li 
be fairly stable. 


solution: 
with an intake of 100 sales people 


of the sales force, when equilibrium a the distribution of the length of service 


Recruitment re) 
; 499 To Inaint 


80100 
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Swer 


What recruitment level the following questions: 
strength? Per annum would be necessary to maintain this 
If fifteen of the sales 


Persons 
then which length of Service . © to be promoted to the next higher post. 


ot promotion and at what av eatin is the primary criterion 
expect to be promoteg? age length of service can a new entrant 


every 
| reached shall be as follows: 
- Year No. 


of people continuing 





1 


. 








SlHR/alS/alS 


> <— q ~ 
oF 


ze 





a 





0 
Total = 492 








{100 sales people every year would thus give a total strength of 
ain the strength of eighty sales people, we need to recruit then: 


799 77 16.26 


.e., 16 persons (approx.) 
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ales team. the distribution of the completed | 


With eighty persons in thes a : 
of service would be as follows: ; Chgt 
rn ; 
| Year No. of Persons | | 


‘ 












— 
' 


16 
15 (95% of 16) | 
+ 13 (82% of 16) 


+ 


+ 11 (65% of 16) 


7 965% of 16) ! 

~~ | 6 (38% of 16) 

3 ae 4 (25% of 16) 

; eh | 2 (12% of 16) 

; oe 2 (10% of 16) a 
_ | 1 (5% of 16) 2M 


eer ee | 
fo) | 1 4% of 16) Ei 


>. 6 




















Since fifteen sales people are to be promoted and the promotion would be o, 
the basis of their length of service, the cumulating frequencies in this dis Tibutioy 
reveal that a sales person can expect to be promoted after five years of ‘service, 

This is ascertained by counting backward, i.e., from twelfth year onwards, 
After fifth year, the total number of persons left is sixteen. Thus, promotion after 
fifth year is considered better, if fifteen people are required to be promoted on 
the length of service. 


Maintenance function is the operation of a pool of resources, i.¢., men 
spares and tools, to control the level of availability for proper operation of 
the plant. Thus, maintenance ensures repair, replacement, adjustment 
or modification, as may be required time to time. This chapter discusses 
on various aspects of maintenance function like, definition and concept 
of maintenance, types of maintenance, maintenance policy, concept of 
learning curve and reliability, spare parts planning and maintenance, 
maintenance-related problems and its solutions, etc. The chap er focuses 
on these aspects, to help the students to understand, how an effective 
maintenance management can ensure flawless functionality of the plan 
and its machineries. be 






J. 





Key 














Words 


Maintenance Management 
C: Itisa 


tradi 
vallable a se tional form of maintenance, and it requires 
are calleq Hf ni maintenance team. The services of 
me to time, whenever there is a machine 


preakdown Maintenane 
organizations to make a 
this maintenance team 
breakdown. 


preventive Maintenance. 
adhering to a Prey * Normal wear 
: peng, Yr dla Maintenance Pr and tear of machines can be avoided by 
1 ane depreciation of plant ; It includes periodic inspection 
Plant 


plant by routine adjustment and re and a proper operation of the 
Total Productive Maintenanc Pair. 


employees of an organizat} 
TPM was first introduced ne 
Learning Curve: Discove 


e ; 
( : This kind of maintenance involves all 





Maintenance? does it differ from Total Productive 
In what way can we appl ' 
management? Pply the’ Learning Curve Theory in maintenance 


ut 
between Exponential Law of Relichitoe and) ad 


of a system? Is there any difference 
oduct Law of Reliability? 


Assembly—2 
0.20 
0.40 
0.20 
0.15 
ClO. es 0.05 


(a) Using the following random numbers, generate data on the process time for 
lifteen units of the item and compute the expected process time for the product. 
lor this purpose, read the numbers vertically taking the first two digits for 


the process time on Assembly-1 and the last two digits for processing time on 
Assembly-2. 
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3602 742 
4134 8343 stat = 
7476 1183 yt rel z 
a - Kil) interchange nee M f the compel ; 
(b) one eS weed in cau ihe vpat would be the manpower rep, itt 
n z a day. 


el , 
~ ‘ 


er cent fatigue allowance, Shas 


with cas eee man-day's basis also, — ¥ Vo 


y-hour 


its in 
to producing 500 an sa 
in an eight-hour working G8. 


nal 
computation also in terns of 1 
Short Notes: 
(a) Corrective Maintenance 
(b) Predictive Maintenance 
(c) Mean Rate of Failure 
(d) Systems Reliability 
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Quality Management 
Practices 


Ss 


LEARNING OfJectives 


After reading this chapter, a student would be-able to: 
understand the basics of quality management practices 


* comprehend how quality management practices exert impact HRD 
function of an organization 


relate quality management to HRD 


Appreciate people-centered issues, which support quality 
management practices 

e know about six 
resources 





-sigma and need for it in developing human 


realize the importance of innovation and creativity 
learn the concept of employee empowerment 

e be familiar with quality of work life (QWL) 

e realize the relevance of quality circles to HRD 


INTRODUCTION 


uality has now become a corporate buzzword, and its definition 
Bn changed from the traditional percept, i.e., verification 
of attributes through an inspection process. This is a post- 
mortem job. Today, we define quality as the ‘totality of features 
and characteristics’ both for the products and services that can 
satisfy both the explicit and implicit needs of the customers. For 
organizations, quality is now not an option, but it is the necessity 
for their survival. Hence, organizations must put their endeavour 
to meet the expectations of customers. Quality is now an 
all-encompassing function of management. In the process of meeting 
customers’ expectations, by achieving quality, organizations can 
also achieve cost reduction, enhanced productivity, teamwork, 
improved interpersonal communications, etc. This requires, among 
others, systematic training for the employees of the organizations 
on problem solving, ‘thinking on constraint’, lean management, 
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Survive without quality. Customers 
ctations. Organizations need to put 
tations, offering quality products and 


agemen t such expec 


New Realities > | ' 
( Labaisaonet Y Customer's freedor, —_}} Importance of Quality in Organization 
| is: OM of . a 2 
Pucustomers freedom of choice 1S: unlimited f “ho | To sustain in ‘ ioe o environment, organizations worldwide puts emphasis on 

jimited od mv Quality standards dete ft achieving quallly, as it lowers the cost and at the same time Offer value for money 
ty standards determin My 5 etenier erin Ned j | to the customers. Mission statements of almost Every Organization declare that 
iv Quali ys 4 aa ; 41 achieving quality is the most important priority to grow in a “obally competitive 
seller , seller's cost plus. ¥ Price determined by what _ | market It has been already mentioned that traditional focus on Product quality 
| ¥ Price based on St t Sa customer is willing to Pay s now been changed to quality of organization in the T 

profit margin requiremen ha 


: ‘ers for _ ¥ Role of marketin " 
Y Manipulation of customers forcing , Z is to 


“nh: 
value and enable custom. ~ 
them to buy 


ee ae 


Ntity. 
_ ¥ Two-way communicatiop, 4 | . 
Bia tion—Tell and On | 
_¥ One-way communica _ . » ¥ Marketing is everything Cost of Quality 
| i a distinct functional | whole business is mar ceting To appreciate the importance of quality, first it is necessary for the organization 
f arneone v Marketing is everyone's ;.. to understand the meaning and the term ‘cost of quality’. Identification of cost 
activity | a 3 ae for: sibility from shop floor < of quality and appropriate steps to reduce the same can help an organization 
Y Marketing ee: the conmene company chairman _ ©® F) in both ways, 1.e., cost minimization and increased profitability. To analyse the 
achieving all : 7 Soois oawhate g00d for n 7) cost of quality, it is necessary to first classify the nature of cost under three 
primary objective : ' : SE Y sub-headings as under: 
Y Focus on what's good for the © customer ' = 
| company _ ¥ Only brands are assets Cost of Failure 
Y Products are assets. Y Investment in build Ing bran. Quality may fail either internally, j.e., within the organization or externally, ice., 
_¥ Invesunent in Plant and Machinery ; equity gets top priori y within the customers’ premises. Therefore failure cost can be grouped either 
| gets priority _ ¥ Brands, corporate ij ge, as internal failure cost or external failure cost. The cost of rework. the cost for 
bw Physical assets like land, building, . technology, people sk: Is are . additional raw-materials, additional payments required to be made to workmen, 
| machinery and money viewed as the - assets . = etc., can be accounted under the internal failure Cost. In case of any external failure. 
real assets | _ ¥ Customization, meeting the cost seein for re-transportation, re-packaging Servicing and handling of 
Y Manufacturing and m aati cint 6. customer requirement prim customers complaints and cost for loss of goodwill are considered, in addition to 
production is prime concern : consideration re the cost to Vs anes esis any Internal failure. Experience shows that the cost of 
2 i it abds 
¥ Quality the responsibility of QC VY Qualityiseveryone'srespor failure itse ors “0 per cent of the total cost of quality. 
department opie TAM is the way 


Cost of Appraisal 

For verification of quali 
maintaining an inspecti 
gadgets and tools are required. All the ey 


appraisal. Usually, an organization spends almost 
28 to 29 per cent of the total quality cost. 


This paradigm shift is now evident in every organization's mission statement 


Quality issues are the focus and quality is in fact one of the important comp 


ty, an organization has to incur 
Strategies. 


From the traditional focus on product quality, the focus has shifted to qua 
of organization in the tota] qualily management (TQM) era. Corporate house 
get ISO Certification to establish their quality identity, both for achieving inter C . 
efficiency and international] acceptance. Va ost of Prevention 


This type of quality cost is incurred when an organization tries to reduce the other 
two quality costs indic 


ated above. Such expenses are carried out for research 
and development 


and human resource development, Expenses on this account 
Normally vary between 1-2 per cent. ’ 


\ 


WHAT IS QUALITY? a 


y of features and characteristics’ both for the P oduct! ‘ i 
isly both the explicit and implicit needs of the custome 


Quality is the ‘totalit 
services that can sat 
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Although in Indian organizations, we are yet to make ae Study Abou; 
computing the cost of quality. from the international eat las been foung 
that such cost, even though not accounted under any ste ile iead, is as high 
as 40 per cent of the cost of production. In Indian organiza on It Is typtc 
assumed that in the normal manufacturing process. there may be some Natur 
rejection, which could be as high as 22 per cent 7 ia eid This 
type of rejection rate is called Unavoidable Rejection Kate ia a. la. Howey 
in other developed countries, more particularly in Japan, y subscribe to the 


philosophy of zero defects. 
Experience shows that a if company spends mere 1-2 per cent more on th 
cost of prevention, it can substantially reduce the expenditure incurred on aceg 
of other two sub-heads of cost of quality. In fact, the rate of such incrementa] cost 
benefit is as high as 70-80 per cent for mere additional 1-2 per cent expe 
on the cost of prevention. 
Thus. it is evident that cost of quality, even though not apparent from the Books 
of Account, is a significant wasteful cost factor, which can be reduced substantj 
to increase the profit of an organization. In fact, the ISO documentation Process 
helps in prune the cost of quality in addition to the augmentation of the interna] 
efficiency of an organization. It also helps to achieve total quality management 


in a phased manner. 


PRODUCT QUALITY TO QUALITY MANAGEMENT 


To understand the quality more appropriately, we must also understand the 
meaning and concept of total quality management (TQM). A literal definition 
of TQM, among others, considers it as an organizational improvement strategy 
through the development of its people. Therefore, quality is intertwined with the 
management activities of organization. It is already known to everyone that to 
sustain in a competitive environment, organizations worldwide put emphasis on 
achieving quality, as it lowers the cost and, at the same time, offer value for money 


to the customers. 


Nseg 


Principles of Quality Management 


With the increased spate of global competition, quality management is now 
becoming more important in organizations. Every organization, needs to follow 
quality management principles, as such principles provide guidelines to the 
organizations on the application of quality management. Therefore, by practising 
quality management principles both the organizations and their other stakeholders, 
like customers, suppliers and the society are considerably benefited. 
In terms of ISO framework, we can list the following eight quality management 
principles: 
1. Customer-focused Organization: Every organization depends on 
customers, and therefore, it is important for organizations to understand 
the present and future needs of customers, which may either be explicitor 
implicit. Organization should not only meet the customers’ expectations, 
they should even try to exceed the expectations of customers. 
2. Leadership: In organizations, leaders provide the unity of directlo 
through quality management practices, leaders should create and 










n. Hence: 
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nt, so that peopl 
Organization people can work together 


respect} 
Vv 
Cople are th 


(he appropriate inte 
Tne 
to achieve the objectives civironme 
4, Involvement of Pegi. he 
hierarchical levels, p Ple: | 
qualily management 
effective use of peo 
optimize the benefit 
4, Process Approach: 
as a process, 


ans of the functional areas and 

Practices, am €nce of every organization. Hence, 

Ple resources ie others, should try to make an 

i the organizations © their total involvement, to 
Indicates 

Management of resources and activities 


J\ 
W 
“ 
@ 
ec 
ie) 
= 
f 
> 
g 
9 
| 
r} 
pS 
oO 
iS 
a 


and management of inte 
at 

so as to achieve the dec d oS of the organization as a systecr 
Continuous Improvement. . 
organizations must focus na 
as quality improvement is on-going 

ctual De . j 
Fa LE cision Making: Efficient quality 
making based on facts, i.e., the dataeun i a ie retpaizes decision 

{utually B ormation. 
Si depenie. wile ie Organization-Supplier Relations - « 
© supplier enhance th bigs: Such 

create value. € motivation of sxesnitesy <p. 


wz 
In today’s competitive world quality 
a . ° oS 
an organization, so as to achieve a ace €ment helps in leading and 


the long run by addressing the needs of cu 
TC 176 on quality management and quality 
and quality assurance as consensus 
aforesaid eight quality management p 
q business environment. 


eo TQM, therefore, requires behavioural and cultural changes m the 
organizations. Three management systems are aligned with the TQM initiat in 
anv organization. Those are— os 
“ Organization Management Systems (OM) 
* Human Resource Management Systems (HRM) 
: otal Quality Management (TQM) Systems in itself 


—- 


. os oe sarge resource development and organizational development, 
EE esis af e ault, can achieve TQM. From the earlier definition of TQM, 
i org a. Uo improvement strategy through development of people, in a 

ry _ puslc way, we can say HRD + OD = TQM. ISO Standards can de defined 


7) 


Nagemerit practices. 
ement on a contirzucres tain. 


= 
° 


ow. > 


ous improvement of i a 
Stomers and other stakehoiders. Se 
assurance defines quality manazem 2 
Processes, and accordingly, provided the 
Tinciples (QMP) that are more appiicabie in 


of altn ss 
inibules. These specifications can make materials, products, services and 


Processes fit for the purpose. 


‘ ISO STANDARDS 


oh first understand the meaning and definition of standards. Standards are 
Siete agreements which detail technical specifleations and other precise 
ines for defining the characteristics and features of products and services. 


Le us 
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The International Organization for Standardization erie i federatio 
international standard bodies from more than 140 countrics. as establis 


in 


quality-related activities to facilitate exchange of goods and saben ally 
Also. ISO intends to develop cooperation in all spheres 0 al, Scientific, 
technological and economic act 
word isos, which means ‘equal’. 
Standardization is abbreviated as 
term ‘isometric’, which means equal measure of dimensions. Also in law, we use 
the term ‘isonomy’, which means equality 


_’ The ISO 9000 Family of Standards, Guidelines and Purpose 


af 


Examples of the ISO 9000 Standards in Use 


Using ISO 9001:2000 Quality Management Systems Requirements, an organization © 
can achieve excellence in quality, not just by conforming to the standards, but 
also by meeting customers’ requirements. All the five sections of the ISO family of 
standards specify activities which are necessary to implement ISO systems. Each 


section elaborates the activities which are integral to the quality management 
practices. Those are: 








N of 
heq 


standards and Other 


. { 
1947 with the mission to promote dev clopment o 


activities. The term ISO’ is derived from the Greej 
For this reason. International Organization ica 
ISO. In engineering, we are familiar with 


of laws. 


ISO 9000:2000, Quality management systems— Fundamentals and 
vocabulary: It is the starting point to understand the standard ISO, and 
basically defines the fundamental terms used in the ISO 9000 family, 
The purpose of this standard is to avoid misunderstanding. : 
2% ISO 9001:2000, Quality management systems requirements: This standard 
helps us to assess the ability of the organization to meet customers’ 
requirements. It is now the only contractual specification, against which 
certifications are issued to the organizations who meet the specification 
requirements. 
The new ISO 9001:2000 is an integration of the familiar three standards 
ISO 9001, ISO 9002 and ISO 9003. ISO 9001:2000 specifies requirements 
for a quality management system for any organization that needs to 
demonstrate its ability to consistently provide products that meet customer 
specifications and applicable regulatory requirements. It aims to enhance 
customer satisfaction. ISO 9001:2000 has been organized in a user-friendly 
format with terms that are easily recognized by all business sectors. The 
standard is used for certification/registration and contractual purposes by 
organizations seeking recognition of their quality management system. 
ISO 9004:2000, Quality management systems—Guidelines for performance 
improvements: This standard provides guidelines for achieving a continuous 


improvement of quality management systems. T. his helps the organization 
to achieve customer satisfaction. 


ly 


Activities used to supply products 
Quality management system 
Management responsibility 

Resource management and measurement 
Analysis and improvement 


































Quality Management Practices 


or ; clions are spelt out in the form of guidelines. 
ganizations can achieve the desired results. 


| QUALITY GURUS AND THEIR CONTRIBUTION TO TQM 
PRACTICES 


Requirements of all these five se 
complying with which, 


processes. 
organization to achieve the defect S. Thus, adherence to quality ensures an 
achieving quality, therefore, can 
At the same time, the organi 
customers’ confidence, Philip Crosby is recogniz 
Quality Guru. Crosby's ‘Quali gnized throughout the worl 


Form cross-functional quality improvement teams 
Measure Current processes and develo 
identifying potential quality problems 


Evaluate the cost of quality and explain its use as a management tool 
Raise the quality awareness and personal concem of all employees 
Take actions to correct problems identified through previous steps. 
Establish progress monitoring for the improvement process 


Train supervisors to actively carry out their part of the quality improvement 
programme 


Pp improved processes duly 


Hold a Zero Defects Day to let everyone realize that there has been a change 
and to reaffirm management commitment 


4 Encourage individuals to establish improvement goals for themselves and 
their groups 

* Encourage employees to communicate to management the obstacles they 

v face in attaining their improvement goals 

o7, Recognize and appreciate those who participate 


Establish quality councils to communicate on a regular basis 


Do it all over again to emphasize that the quality improvement programme 
never ends 


According to Crosby, to emerge as ‘Eternally Successful Organization’, it is 

essential for an organization to understand and appreciate the following: 
~ People routinely do things right the first time 

Change is anticipated and used to advantage 

Growth is consistent and profitable 

New products and services appear when needed 

Everyone is happy to work there 
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From the HRD point of view ft requires, (if partietpative management that 
ensures employee involvement In the decision-malsiny ein (if anus 
change, which reflects through improved responsiveness tO customers th 
internal and external) needs, (il) effective communteation (both internal and 
external), (iv) flexibility, fe. willingness to aceept changes, cle, 

Most of the organizations can cnsure these through continuous education, 
work, focus groups and partnership. Continuous education soil be ensured throy 
quality seminars, training and development. Quality team wor k Is possible throy 
nurturing of mutual collaboration and cooperation, making employees endeavoy), 
to achieve a common goal. Focus groups provide assistance and Involvement for 
problem solving, and the partnership enhances relationship between individuals, 
service centres and customers. 




















Importance of HRD in quality improvement process can be best understogq 
with the following examples. Indian leather manufacturing organizations are facing 
a major crisis in export market, for improper soaking operations. Improper Soaking 
affects the quality of shoe uppers, which develop multiple wrinkles within a shop 
period of their use and also get tom quickly. To Improve the quality, following 
steps had been taken— “ 


° Defining the problem 

° Fixing the problem 

° Identifying the root cause 
° Taking corrective action 

° Evaluating and follow up 
Crosby's four absolutes of quality management can be illustrated using the 


following table: 
oe Absolutes of Quality 


Four Absolutes of Quality sf 
Four Absolutes Reality 
Definition . 


A 


Conventional Wisdom 


+ a 4 
ot wee ve el 
Gy ; e1¢ .ees6 b 


















Conformance to / 
Requirements © 


System Prevention TT 


. Performance Zero Defects. Do It Righ | 
_ Standard First Time (DIRTFT) 





In his explanation, in Quality Without Tears, Crosby (1984) has very correctly 
exemplified the need for HRD using the Figure 21.1. 


Dr W. Edwards Deming, another quality Guru developed a six-fold productivily 
improvement programmes through quality improvement. Such productivity 
enhancement initiatives help an organization to reduce scrap and rework: 
Extending W. A. Shewhart’s manufacturing approach to non-manufacturh in 
human variation, Dr Deming suggested that managers should focus on valiave 
and understand the difference between special and common causes, Spec 
causes for quality variation prevent satisfactory performance. These cau ses are 


aL 


Lh 
Quality Management Practices 
F 


(nanctal Times 2 
25 26 
Executive November 1986 


Education 


Management 
Education 
Supervisor, 
Professionals 


Knowledge Workers 
Education 


Other Employee 
Education 


; (Quality Without Tears - Crosby 1984) 
figure 21.1: Quality and HRD linkages 


casily assignable, and after its identification throu 


control methods, an organization can correct the 

chift or procedure. Common causes are those a eee ‘estate 
duc to the operation of the processes or systems. Common causes ‘ be aa ty 
identified by the operators, but their elimination would be possible an by makin 

use of management authority. Deming suggested the systematic approach é 
problem solving, using the PDCA (Plan, Do, Check, Action) cycle This can lead 
o better results and efficiency for the organization. However, for practising this 
it is essential for the organization to ensure capability development of the peo le. 
Deming’s PDCA Cycle can be illustrated as under: 


Study the results 


gh Deming's statistical quality 


| 


. 
| 


Decide t urposes 
What did we learn? feuae Saicahie changes 
What can we predict? What data are available? 
Plan use of data 





Observe effects of 
change or test 


Figure 21.2: PDCA Cycle 


Carry out (small scale) 
change or test 





Like Deming, Dr Joseph Juran is also another prominent figure in quality 
management practices. Along with Dr Deming, he was also invited to Japan by 
the Union of Japanese Scientists and Engineers (JUSE) in 1954. Juran focused 
On planning, organizational issues and management's responsibility for quality 


limprovement. Training and HRD activities can play a very crucial role in this 
respect, 
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Juran's ‘Quality Planning Road Map’ co 
e Identify who are the customers 
i Determine the needs of those custom 


nsists of the following steps; 


crs 


to our language 
an respond to those needs 
our needs, as Well as 
as to mect custome 


Ve Translate those needs in 
* Develop a product that c 
“e Optimize the product features SO 
needs 
-e Develop a process whi 
-@ Optimize the process 
° Prove that the proces 
conditions 
Transfer the process to operations Guru of Japan, hase 


c ikaw: ity gest 
Professor Kaoru Ishikawa, another quali ed 
the ee aay eile quality improvement ede gee through quality 
circle movement. Both Ishikawa and Genichi Taguchi (the other quality Gun 
from Japan) emphasized the need for making an effective use of Statistica] 


techniques for quality improvement. simplifying it by use of Par cto Diagrams ang 
Cause-and-Effect (Ishikawa or Fishbone) Diagrams. Ishikawa's diagrams 
find, sort and document the causes of quality variation with the participation of 
employees of the organization in quality circles or small-group activities. Similar} 
Pareto Graphs can plot the quality variation making use of frequency distribution 
and then can track how elimination of problems can lead to the changes ip 
the quality level. Pareto principle suggests that organization should not try for 
100 per cent solution of problems, for obvious interdependence of one problem 
with another. It is. rather, better to get 100 per cent results with the solution 
of 80 per cent problems. Other techniques like control charts, scatter diagrams, 
binomial probability distribution and sampling inspection can also be used for 
measurement of variability in the quality of products and services. 
Company-wide quality control movement, pioneered by Ishikawa not only 
oni ihe quality of product, but also the quality of after sales, quality of 
management and the people as a whole. Some of the important points suggested 
by Ishikawa, as the outcome of quality control initiatives are: 
Improvement of product quality and uniformity through reduction in 
defects 
Improvement in product reliability 
Reduction in costs 
Increase in production volume through rationalization in the production 
schedules 
Reduction in wasteful work and rework 
Improvement in production techniques 
Reduction in the cost of inspection and testing 
Rationalization of contracts between the vendor and vendes 49 
Enlargement of market A Vine Wag nt 
Cun yeu 7 
Improved relationships between departments / 


Reduction in false data and presentation of reports 


ch is able to produce the product 


s can produce the product under Operating 
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‘ More free anit 
atic discussions among the organizational 


members 
e Smooth conduct of m 
e Rational repairs ang i 
e Improved human rela 


! democr 


eetings 


nstallation of e 
tlons 


quipment and facilities 





Measurement 


Cause 


Effect 


Figure 21.3: Cause and Effect Diagram 


Using the above diagram, members of the quality circle team can identify 
quality-related workplace problems, issues pertaining to cost reduction productivity 
improvement and workplace safety and accordingly, can suggest on their own 
way to improve the same through their mutual participation and cooperation 
For overall human resource development, therefore. organizations need to master 


seven tools through continuous training and development functions. Such seven 
tools are presented below: 


1. Pareto charts 

2. Cause and effects diagrams 

3. Stratification 

4. Check sheets 

9. Histograms 

6. Scatter ‘diagrams 

Shewhart's control charts and graphs 

Taguchi methodology optimizes products and processes before manufacturing 


‘> 


‘on than achieving quality through inspection. Taguchi pushed back the 
“Pts of quality and reliability to the design stage to develop the efficient and 
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error-free manufacturing proc 
to troubleshoot the critical m 

Shigeo Shingo, another quality 
of good, suggesting his improvement 
through drastic cost min 
continuous improvement 
of employees. 

Tom Peters, an American management guru, based on his extensive res 
on successful American companies, ¢V 
sales-orientated viewpoint. He ha 
the Quality Improvement Proces It is for this he advocated the idea of discarding 
the term ‘management’ by the te 
About (MBWA)' is the basis of lea 
leader to keep in touch with c 
areas help in achieving exce 
illustrated below: 


Practising MBWA, a lead 


“7% 


ess. Taguchi ‘ethods, however, can also be uaa : 


problems. 
Guru has also revolutionized the Manufactum 
principles. which help in achieving gq ually | 


mization. He has basically provided us the strategy i. 
through the creative involvement of all cross-sectj ona 
+. = 4 


anufacturing 






ig 
olved a quality improvement Search 
adership as the central facty a 












d identified le 


Ss. 


rm ‘leadership’. He feels ‘Managing by Wande. mas 
dership and excellence. MBWA enables the 
vation and people. These three maj, 


ustomers, inno : Maloy 
lence in the organization. Peter's MBWA m . 
{ y ha 


bw 
sy 
= 
. 
a 
me. 
» 



















PEOPLE | 
Figure 21.4: MBWA Model ~~ 


er can perform three major activities as es 3 
i 


Listening—suggests caring 
Teaching—values must be transmitted when face to face 


Facilitating—able to give on-the-spot help Ct 


According to Crosby, there are twelve traits of successful quality impro vern ent 
programmes. These traits are: é " 
i. 


Management Obsession with Quality: This emphasizes the emo Honal 
commitment to quality, practising certain value systems like, abolition 


of rework mechanics in the organization in a phased manner, com 
rejection of the shoddy goods, etc. ale! 

Passionate Systems: A system without passion is no good for achieving 
quality. Hence, quality ideology should bind an organization. E | 
Measurement of Quality: Such criteria should be adequately displaye 


and should be available to all members of the organization. 
Lae 
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A, Quality Is Rew 
arded: Qual : 
fant, ality a 
organizational compensation ell a ie be aligned with the 
ew ms. 


Everyone Is Traj 
n 
Be tellne in Quality: All members of the organization should 


und 
quality ts best ance erstand the quality imperatives. Training o 
statistical process ¢ rough awareness on cause and eff vals: 
6 Multi-function T ontrol and other seven tools disciiased an a 
pains above. 
formation of cross. ahaa achievement is best possible through the 


circles, val onal teams, sm 
ue engineering team, total ae ara, Dae 
ement teams, etc. 


7. Small is Beautify: 
$ J 
pring big results, n quality improvement, even a small change can 


8g. Create Endless ‘Hawth 
ore’ Effects: 
oi a antidote; hence, continuous ae ioe: a 
9. Parallel Organization Structure Devot ee 
requires formation of shadow quality ates 


10. Everyone Is Involved: s 
: Suppliers, distribut 
be the part of the organizational quality Reiter all should 
Tocess. 


11. When Quality Goes u Down 
Pp, Costs Go pd 
primary source of cost reduction. * Quality improvement is the 


12. Quality Improvement Is a Never 
hence, ~ending Journey: 
a ni aie baa of a product or Sm rns Sl sah 
eoavauousecuslin S still. Therefore, organizations should tter 
mprovement programme. pursue 
Claus Moller (1988), the founder of Time Manager Int 
ang aan as the European quality man pigeriient sil pc aemnsicags (TMI) is 
need for improving the personal quality of employees to oe oe 
organization. He developed the model of ‘Putting People eee ieve quality in 
that the administrative process and not the prodictin saben tr hee 
r 


oy | 


themes, new events 
ge is necessary. 


Quality Improvement: It 





TMI World-1990 


Figure 21.5: Moller's Competency Model 
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opportunity for overall productivity gains. Hence. Eee tea en nZatlong 
must inspire people to do their best, and this wou # dy nasi setence 7 btsonay 
development of employees who can build their requis tel AocumeAteel ae Vital 
areas of productivity, relations and quality. The moc y TMI Ig 
given in Figure 21.5. 


TEAMS AND TEAMWORK 


at every level participate in decisions affectin 
for employee participation is a team, T § 
roblem-solving groups to self-manag ed 

members and set the standara. 
lture is encouraged when quality 


When TQM is successful. employees 
their work. The most common vehicle 
range in scope and responsibility from P 
work teams that schedule work, assign jobs, hire 
and the volume of output. A participative work cu 
becomes everybody's responsibility. 

Employee involvement practices in any organization may differ in terms of 
organizational policies and strategies. Common employment practices are— 

° Suggestion System 

° Survey Feedback 

8 Quality Circles 
Formation of Quality of Work Life Team : 
e Job Redesign | 
Formation of Self-Managed Teams 


° Formation of TQM Team 
Participative management is used as the most important approach for 
introducing TQM culture in any organization. According to Yajurveda (there's a 
consensus as to the definite time of its composition), people tend to live together 
tutionalized approach to workers’ 


in love and amity. More organized or insti 
hen Mahatma Gandhi advocated 


participation in management dates back 1920, w 
the principles of trusteeship in industry. This idea was further been concretized 


during the plan era through enactments of various legislations and policy decisions, 
Despite the benefits of participative management being successfully used for many — 
years by organizations across the world, India was a little late in institutionalizing 
the approach. Statutory support has now made it mandatory for Indian industries 
to introduce the culture. Participation in some form or the other has now become 


virtually unavoidable for many organizations. 


EMPLOYEE EMPOWERMENT 


Employee empowerment is to confer legitimate right to employees, irrespective of 
their nature of job and hierarchical level to make judgements and take decisions 
on their own. Hence, employee empowerment can facilitate development of 
problem-solving abilities of the employees. Operationally, in organizations, We 
empower employees first by developing their capabilities and second by giving 
them indulgence to commit mistakes. Unlike other quality management approach, 
empowerment not only calls for employee participation in the operational area, 
but also allows them to participate in corporate-level decision making, 80 that 
employees emerge as a total man. An empowered employee, in other words, is nota 
mere seller of his time and labour for a contracted sum of money. The empowered 
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employee acquires necessq skill ¢ 

I" a one seth etpative a rgeeon, playlest ee 

ul |lhese cases, It Was ide several multi-national and ne near cones 

whlch Is possible thro ved that the employee ownershi cine a 

: truieved efficiency ra oe employee empowerment) are th ee 

a é Productivity, Some Organizations sd fara cipsiee 
: mpower their 


employees at the Strategic level] 
: jimited operational activity, . rather than confining their involvement only to 


QUALITY OF WORK LIFE (QWL) 


important personal needs of an individual Th 
ce - The possibili : 
mae ee ar aime. has, therefore, been Gicdiies a apa 
; ; e 
a m. formmnatio epee common QWL strategists lay em ke ‘a enters 
redesign, n of autonomous work Sroups and a ah Ss es on job 
Participation in 


with the help of the following criteria: 

e Adequate and fair compensation 

° Safe and healthy working conditions 

@ Immediat 

= a e eas to use and develop human capacities 

pportunity for continued growth and security 

¢ Social integration in the work organization 

e Work and total life space 

¢ Social relevance of working life 

From studies carried out, both in India and abroad. it is evident that the 
essence of QWL is the opportunity for employees, at all levels, to have substantial 
influence over their work environment. This is a result of their participation in the 
decision-making process relating to their work, thereby enhancing hee self-esteem 
and the overall satisfaction from their work. Hence, QWL calls for an open style 
of management, i.e., Sharing of information and genuinely encouraging the efforts 
eating to the improvement of the organization. This makes it amply clear that 
phi Ms a, an important managerial activity to develop the employees of an 
aes : on. | e success of TQM programmes largely depend on appropriate HRD 
en a ike emphasis on continuous training and developmental activities, 
ania ng participation in management through small group forums, increasing 
shan motivation, looking after the career development of employees, employee 
Fcanic es infusing attitudinal changes at the top (like accepting a flatter 
iia _ on structure, following a democratic approach, becoming receptive to 

uges on a continuous basis, supporting group performance, etc.). 
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QUALITY AND S aaa | 


omers and the organizaty.. 
tal quality manages Practices, ts 

ow well appreciated by the co Id that the Scat daa ul 
epetation te buy quality products Uae a ve epee these Gil Shouty 
also strive for improving the bottom line (profit). a ne ee oroceas Mit 7 be 
achieved through six-sigma practices Sign the same time to achieve cule 1s 


ar ; : bility and at thes 
rganization to improve their profitabilg net 
oe oi a ‘ces require an organization to design and Monit, 
satisfaction. Six-sigma practices Ted tor 


all its activities in a manner which could minimize te heel ee ae. . 
use of resources, without, however. compromising a ate dal Custom 
satisfaction. Six sigma is broader than the TQM. TQ 5 # airs and corre, 
the defects of an existing process. Six a he sae aes pales ‘said a kK 
a process, so that defects never arise nigh . » Six-s 
Se benefit both the organizations and the nas peralentincs Set the A 
benefit of increased profits. and customers get the value for their money, ay 
quality goods and services at a competitive price. | 
High sigma value indicates good quality and low sigma value indicates lesg 
quality products and services. At the six-sigma level, the quality level reaches tg 
a defect-free stage. i.e., only 3.4 defects per million opportunities (DPMO). : 
Like TQM, six sigma also requires thorough changes in the culture and 
practices of the organization. Essentially, all the tools mentioned in case of TOM 
are applicable to six sigma. However, additionally it requires the organizatio 1 to 
make people more creative and innovative, since six sigma recreates process to 


ensure defects never arise. . —. 
QUALITY AND INNOVATION AND CREATIVITY _ a * 

Innovation is a new technique or idea encompassing product/services, process, 
managerial styles and even organizational structure. It may be technology-push 
or demand-pull or even combination of both. Research and development (R&D) 
activities of an organization are examples of such innovation. In any orgé nization, 
the need for innovation is primarily felt to keep pace with the competition It 
has to be essentially customer focused since this backward linkage facilitates 
process-centered innovative changes. Whether it is just-in-time (JIT) inventory 
control, supply chain management (SCM), business process outsourcing (BPO), 
flexible manufacturing systems (FMS), product/service customization, strategic 
backward or forward integration, synergy through merger or acquisition, ¢ liances 
or collaboration, organizational reengineering TQM or six sigma practices, new 
work culture as the facilitator of organizational change or any R&D initiative for 
value addition, which broadly encompasses innovation, all stem from customers 
explicit or implicit needs. | — 
Mapping customers’ needs and aligning the same to innovation initiative is wna? 

we need in this competitive world. Innovation is enabled by proactive organizatiol vg 
behaviour practices. It calls for creating a work environment that recogp® 
creativity, inter-organizational cooperation, rather than competition, working 4° 
cross-functional teams, productive meetings for innovative results, introduction of 
formal innovation programmes and finally, organization's receptivity to new ideas 
and perspectives. Fostering innovation requires a structured approach. It has tobe 
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proadly in the given context, leader h 
icips In bullding required Innovati i 
enable adoption of Principles switch 
provides the playing field. | 


up with ‘dumb’ or ‘crazy’ ideas. In so 
encouraged since creative people spend 
for their creative manifestation. So for Many, creativ 

time before getting ready for action. Th ure also hae germ i take midie 
organizations, therefore, ‘often see them 
inhibit their creative thoughts. A review 
creative patterns in following ways: 


e Acreative process is a balance 
of imagina 
idea generation, analysis and evaluation tion and analysis. It involves 


° veshel eA not stem from subcons 
elieved by the classical school of th 
oughts. It is 
directed ee to generate new ideas under ee eh the! Searels 
organization to leapfrog in competition. Paul E. Plsek (1997). used the an 
eh capers as ‘Directed Creativity’. Itis a purposeful seneration of 
creative ideas with seriousness of its implementa ‘ 
tion, whenever it match 
with organizational requirements. N eine 
- Non-implem 
ideas (that fit the purpose) will inhibit sain oer 
Innovation is the implementation of creative ideas. Therefore, creativity is the 


sub-set of innovation. Innovation being a holisti 
¢ con 
the term interchangeably. S cept, here we prefer to use 


cious process, as traditionally 


QUALITY CIRCLES AND TOTAL EMPLOYEE INVOLVEMENT 


In the new economy, total participation of workers, as opposed to the statutory 
participation, is a must. Participation may be through works committees, 
departmental councils and other representative forums. One such way to enforce 
total participation is by way of forming quality circles (QC) or small group 
forums, 

ge is an important managerial tool in the organization and can be related to 
increased employee motivation and productivity. Total knowledge, skill, creative 
abilities, talents and aptitudes together with values, attitudes and beliefs of the 
workers and/or individuals can represent an organization's effective human 
st rce inventory. The total involvement of employees is ensured by QCs through 
fo of small group forums. Organizations have succeeded in improving 
ST elas ps by QC activities that increase employee motivation, which is a 
: shes rat QCs can guarantee more than any other method like complex planning, 

Sorous execution, ete. 
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on QC concepts for its successful implement 
follow-up activity in connection with setting up the 
forming homogeneous groups of eight to twelve emplo 


Organizations in India have now started training their workers and emp] 
ation. They are systematic abo 
QC forums Involving all workery 
yees, who regularly meet oner 
ated problems and to identity 


Ces 


in a week for at least an hour to deliberate on work-rel 
any organizations have benefited with 


possible solutions to those problems. M 
cost minimization, changing methods of pro 







Top 
Manage- 
Ment 
(Support 
Circle 
Activities and 
Providing 
Assistance) 
Steering Committee 
(An Advisory Body 
with the Heads of 
Major Functions. 
Also a Member of 
The Steering Committee and 
Responsible for Circle Activities) 
Facilitator (Shop/Department Manager 
Who Supports and Guide Circles) 
Circle Leader (Leads Circle Activities) 
















Non-member Employees 


Figure 21.6: Structure of Quality Circle 


Top Management 


Members (Identify Problems and Solve Them As A Team) 


duction, work simplification, ete, 













Top management does not participate in quality circle activities but they extend 


support. 


Steering Committee 
Steering Committee overviews the 
with the organizational perspectives. 


are as under: 
To take an overview/organizational perspective of the o 


quality circles 
To establish programme objectives and resources 


To provide policy guidance and direction 


functioning of the quality circles, keeping pace 
Some the objectives of the Steering Committee 


peration of the 





facilitator 


some the objectives of the facili 
e To demonstrate Suppo 
e Toattend QC meeting 


« Toassist the leader in 
leader's skills 


" To guide the circle to focu 


lator are as under: 
Tt of the Management 
at least for brief Periods 


S attention On their work 


catalyze circle actiyj 
e | Tocoordinate and ie the ine 
areas wherever Tequired by vet ioteg d assistance from other fu cti 
Ss nctional 


e To act as an intermedj 
ary in re 
« To work closely with steering ¢ siti circle problems 


circles 
e To assume responsibili 
area ty for the Successful operation of the circles in his 
Leader/Deputy Leader 


Role 


A leader/deputy leader shall own responsibility as a first among equals and shall 
and s 


be accountable for the effective performance of his circle 


Functions 


¢ To train members with the assistance of the facilitator /coordinator 
* To maintain a sense of identity and a high degree of cohesiveness within 


his team 
* To bring about a consensus in problem solving 
* To chalk out action plans and assign roles to members 
* To maintain process record/minutes of circle meetings 
* To interact with other functional areas in problem solving 
* To review progress vis-a-vis goals/objectives set 
* To arrange for mid-team and top management presentations 


* — To serve as a catalyst and encourage non-members to join existing circles 


or start new ones 
To involve every member in circle meetings/activities 





the trainin 
& Of circle m 
embers and to 
reinforce the 


4 


a 
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Members 


In quality circles, different members perfor 
grassroots level workers, who volunteer for Pp 


y different roles. Members are th 
articipation in quality circles, C 


Role 
* To actively contribute on an ongoing basis to the effective functioning of 
their quality circle, aiming at better performance of their work areg in 


every way 


Functions , 
e To participate actively in the circle meetings a 
*  Tocontribute ideas for problem solving Ay 
° To assist the leader in data gathcring, record keeping, interacting wi + 
other areas, etc. ae 
* To build a cohesive team working in the area | | 
* To strive for the highest standards of performance of the circle 
e To get involved in improving the total performance of the organization 
e To take part in the mid-team/top management presentations “a 
As the basic philosophy of the quality circles is to involve all the employees, 
vis-a-vis workers in an organization, this total involvement undoubtedly enhance 
the productivity of the organizatio 
indicate that the successful implementation of quality circles is directly related to 
the following areas of improvement like: productivity, quality, house-keeping, cost 
minimization and safety in an organization. For an effective productivity improvement 
through QCs, the first precondition is to involve trade unions, ensure total participation, 
institute rewards and recognition systems and focus on continuous training. 
CHEVRON Corporation. a leader in the petroleum industry, practices ‘direct 
participation’, as an efficient process of designing and implementing change. This 
helped the company to develop a response capability for the workforce (using their 
‘collective wisdom’) to outmaneuver competitors. The system works like this: 
e Organize large-scale conferences (two-three days) involving a ty of 
stakeholders | 
e Discuss issues that require change 
e Put forward multiple perspectives for action 


e Select line of action 
e Communicate the same throughout the organization 
¢ Implement identified changes 


STATISTICAL PROCESS CONTROL 


Statistical process control helps organizations quickly detect the occurrence 
of assignable cause or process shifts, to enable investigation into the pres 
and allow corrective action to be taken before any nonconforming units are 
manufactured. Assignable causes are those, which may occur due to improperly 
adjusted machines, operators’ errors and defective raw materials or other inputs: 


This causes some variability in the quality characteristics. A process, which 1s 
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n. Studies carried out, both in India and abroaq, — 
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rating under ass| 
sp! Bnable causes over and above chang 
ange causes, is said to be 


oul Of control. 


SAMPLING 
pnspection in Industry serves the functlo 
ghere can be Inspection of Incoming a 
_everal stage and final inspection of the ees o 

ecide how much to Inspect? | 
S it 
ry whial eterna i necessary and {i a to examine each and every product? 


of determining conformity to specification. 


item). lack of time, huge cost involvem 
observations which are generalized for all the units. § 
‘sampling inspection’. Its principal uses in j "Such Inspection is known as 
1. Determination of the 
materials 


2. Decision as to the quality and 
a 
for further processing as it nities fr 
factory 


3. Determination or the quality of outgoing product 
4, Improvement and control of quality 


A sampling plan gives the proced 
of products submitted for ae ee oro 
or consignments, and the consumer will accept the lot of high : a | oe 
and obviously reject the lot of low quality products. Therefore tis ied leet 
decide how the quality of a lot should be measured. The man wa : japierarss he 
quality of a lot can be described depend mainly on the following oe 

1. The proportion of defective items in the lot (percentile defective) i 

2, one ae number of defects per item or constant area of the lot (defects 

3. The averages of an important measurable characteristic of the item in 

the lot and the variability or dispersion among the items of the lot with 
respect to this characteristic (i.e., the mean and standard deviation for 
the whole lot) 

Attribute sampling plans are plans where item quality is defined by attributes 
and lot quality by fraction defective. Plans, where item quality is an actual measure- 
ment and lot quality is specified by tolerances (mean dimension and dispersion), 
are called variable sampling plans. 


quality and acceptability of incoming raw 


ptability of semi-finished 
roduct 
from one division to other ere i 


OPERATING CHARACTERISTIC CURVE 


To judge the suitability of any sampling plan, we need to compare its performance 
over a range of possible quality levels of the submitted product. A comparison 
: provided by the Operating Characteristic Curve (or the OC Curve) of the plan, 

Sives clearly how a sampling plan discriminated lots of varying quality and 
evaluates the risks associated with any sampling plan. 
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Point 
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“is unbiased manner from the Jot. 
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r Of defective units is more than 5. 
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Figure 21.7: OC ave 


(OC) curve shows the probability of acceptance, 


The above operating characteristic , 
T perating ty. The horizontal axis here plots the quality 


Pa for different levels of lot quali 


é C Curve and 
characteristic. ,verage Outgoing Quality Curve (4 and Average Outgoing Quality C 
There are three important points that are often referred on the OC Curye, J vc follow a specified plan. The ordinary crs U9 BO™ many bad tems we wl gti 
These are: For a specified quality level, the oe = curve Is lot fraction defective p 


1. Acceptable Quality Level (AQL) 

2. Lot Tolerance Per Cent/Fraction Defective (LTPD or LTFD) 

3. Point of Indifference 

Acceptable Quality Level (AQL) or Average Acceptable Quality Level (AAQL) js 
the level at which the consumer is willing to accept at, all the time. However, due 
to chance variations the batches may be rejected occasionally even through the 
quality is better. The probability of such a chance is called ‘Producer's Risk’, 

Lot Tolerance Fraction Defective (LTFD) or Lot Tolerance Per Cent Defective is 
the level at which the consumer would like to reject at, all the time. When it {s 
expressed in terms of percentage it is called LTPD, and when it is expressed in 
terms of a fraction. it is called LTFD. The sampling plan involves some risk that 
will accept a Jot having such a chance is called ‘Consumer's Risk’. ree 

Point of Indifference is the point where the producer and the consumer take the 
same risk in the application of the plan. So, this is the point where the probability 
of acceptance and rejection of the lot are equal. e 


CONTROL CHARTS 


A tool for on-line process control, the 

of assignable causes of variation. sti paar pi eect acid 
measure versus sample number (or time). The centre line represents the pt 
value of the quality characteristic corr esponding to the in-control state. Two a 
parallel horizontal lines, the upper control limit (UCL) and the lower controls limit 


Single Sampling Plan (LCL), are also shown on the chart. A typical control chart looks as follows: 


The decision to accept or reject a lot is based upon a single sample. So from a 
homogeneous group, for this type of sampling plan, it is necessary to: 






' 4 a a a ' § © bb bs ' 4 
pa a heat x! (hp eget 
popes =" Sane (fee ecanes 7 
° Make a lot size of *N’ a aoe tt bartAhes ree 
e Take a random sample size of ‘n’ r T 1 1 4 r r r 1 1 ‘aba yaks omy We ai ald dk dad 20 
e Inspect all the ‘n’ units 44-44 \. 7 todos = SE24 lo 
' ' ‘ i ' ' ‘ ‘ 
e ‘If the number of defective items is within ’C’ then accept the lot of size ‘N’ 14 y\\ ' 
'_ Average 
e If the number of defective items is outside the ‘C’ limit, then reject the 1 1 Wr Nef rrr Nee a \s 
lot size of ‘N’. | it hae Pere rr ewritt tT itrt Tey ac 
: ‘ ‘ bt eb bt & tt & & b& tt 
e ‘C’ is called the acceptance number or critical number of the plan. If we eaten OR RECRE RAISE RASS 20 
consider an example with numerical values for the single sampling plan ttt NM edatobee PEP Ete ee bee 
with: Celok | ot 8 bmbeke tb bb eee aaa tee) aa LCL = 3c 
? ,°i € b f f Cea ch ee 8b ttle ll a a 
N = _ 10,000 tab 6 ¢ ££ 4 OER bP ee ee tee 
0123 4 567 8 9 1011 1213141516 17 18 19 2021 2223 2425 
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Choice of Quality Characteristic 
ade on the quality characterisUec for which 


acteristics affecting the performance 
ake an example, these could 
ised, for the tensile strength 

internal diameters of steg} 





To begin with, a decision has to be m 
control programme would be derived. The charact¢ 
of the product should normally be taken first. To 1 
be features of the materials, components OF parts t 
of some steel item, thickness of some insulation, 


tubes, etc. 
Choice of Control Station 


ss, control ch 
e ideal place fo 


arts are used at strategic points to conduct 
r such controls, it is best to determine 
tial for return in the form of direct profits—reduction 
It is also worthwhile to study the production 
on of the causes that tend to give rise 


In any manufacturing proce 
proper checks. To decide th 
the areas of maximum poten 
in scrap, increase in production, etc. 
process to determine the nature and locati 
to deviations in the characteristic chosen. 


Choice of Rational Sub-groups 


When creating sub-groups it is best to ensu 
manufactured in different shifts, componen 
different production times, from different machines, 


re against sub-groups consisting of items 
ts obtained from different sources, from 
moulds, operators, etc. 


Frequency and Size of Samples . 
dictate the size and frequency of samples, 


A number of practical considerations 
nt intervals will detect a large shift more 


Small samples taken at more freque 
quickly. Samples of size 4 or 5 should generally be used. 


Choice of the Type of Control Charts to be Used 

When measuring quality characteristics a pair of control charts,— X to control the 
average level of the process and the other range (R) to control dispersion—would 
be used. Many quality characteristics are not measured on a numerical scale, 
In such cases, each unit of product should be judged as either conforming or 
t it possesses certain attributes, 


nonconforming on the basis of whether or no 
We could count the number of nonconformities (defects) appearing on a unit 


of product. In such situations, control charts are used to count the number of 


defects or of defectives. 

As long as the points plot within the control limits, the process is assumed 
to be in control and no action is necessary. When a point plots outside of the 
control limits, it is interpreted as evidence that the process is out of control, 
and an investigative and corrective action is required to find and eliminate the 


assignable cause or other causes responsible for this behaviour. 


Guidelines for Preparing Control Charts 





pomogenization for Disney Quality Management oe 
Sion 
hie sample size Chose 
n 

7 slo, then for each of Is less than ten ( 
ated and th Usually the samp! 
naleula " and the average range (Ry tiie es , es is four, five 
ample size, a sultable fa nge should be first 
ynd AE all the ranges ae ae (denotes deviation) sh ! 
jected would be deemed to ne °° 688 than oF equal te Dan peo (able. 
at further calculation of control ita: qual to D-R, the initial data 

Ss 


nt of the Ss 
n this homogenization proce amples are rejected bein 
hou Id be collected. a Rebar la okt 


Homogenization for Central Tendency 
calculate the average of each sample X 
ihe average of these averages or pee aca homo 
e 
the piglestees found to be outside the fies ae, a 
the table or the Corresponding sample size) ab as A is read from 
; € observations in the 


Setting Up of Control Charts 


The processes of setting up control charts are discussed furth 
er: 


Xand R Charts 


Suppose standard values of the 

: process parameters [i.e., proc 

H ‘ae Masinrra6 yy are X and A respectively (when we “a Shcomtiie | cs me 
a onally, i.e., obtaining square-root of variation). The : at 
on X chart and R chart would be as follows: , "=o 


For X chart 

Upper Control Limit (UCL) = X+ A,R 
Control Limit (CL) = X 

Lower Control Limit (LCL) = X- A,R 
For R chart 

Upper Control Limit (UCL) = DR 
Control Limit (CL) = R 
Lower Control Limit (LCL) = D,R 


Pp. Y : e 
Chart or Fraction Defective Chart 


The guidelines for preparing control charts are given as follows: 
p ‘Nhe . fs yee 
_ “Hart or fraction defective chart is defined as the ratio of the number of defective 


lems jp ; 
us in a population to the total number of items in that population. The sample 
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fraction defective (p) is defined as the ratio of the “ae ene: Units (q 
in the sample to the sample size n, i.c., p = d/n. SUPPose ae : et ii Value for 
process fraction defective (p) is p’. Then the central line and control limits on the 
fraction defective chart would be: 


UCL = p'+3Vvp'(I1-p’)/n 
CL = p 
LCL = p-3vp'(I-p)/n 


where ‘n’ is a sub-group size. If L.C.L. is negative, it is taken as zero, 


np-Chart or Chart for Number of Defectives 


The number of defective unitsor np-chart is used when the sub-group size is 
constant. The central line and the control limits for the np-chart will be as 
follows: 


UCL = np+3NVnp(l-p) 
CL = np 
LCL = np-3Nnp(l-p) 


c-Chart or the Chart for Number of Defects Per Unit 


A defective (or nonconforming) unit is a unit of product that does not satis 
one or more of the specifications. Each specific point at which a specification js 
not satisfied results in a defect or nonconformity. In this case, each sub-groy 
consists of a single unit and ‘c’ would be the number of defects observed in one 
unit. It should be remembered that each inspection unit must always represent 
an identical area of opportunity for the occurrence of defects. The control limits 
for the c-chart would be given by: 


UCL = c'+3Vvc' 
CL = ¢ 
LCL = c-3vc' 


where ‘c’ is the standard value for the average number of defects. If LCL. 
comes out negative, it is taken as zero. 


Demerits of the Control Chart 


A disadvantage of the control chart is that it gives equal importance to each class 
of defects. Different defects are different in their influence on costs. Some can be 
corrected by simple inexpensive re-work, others could require costly rework and 
still others could require scrapping of the article inspected. A practical solution 
to this problem is to classify various defects into some broad categories, e.g., 
critical, major and minor defects, and then assign the different rating for each 


class of defects. The demerit score for each item is then calculated and can be 
plotted on the contro] chart. 


Example: 


Tea produced in Sonajuli Tea Estate is subjected to moisture tests every day. 
Moisture formation occurs either due to an improper drying operation or due to 
stockpiling continuously in bins for more than a week. Test checks are carried out 








dra 
lory 







Ee Motsture content 

B37 e—8886 «8.387 

oT 3.387 3.294 3.389 
= 3.379 3.3 3.3845 
lt) rey 395 
2885 — 3.395 
3.393 

; ~— 3.392 3.383 3.388 

eae 3.378 3.377 3.379 

_ 3.390 3.389 3.390 

= 3.389 3.392 3.392 

Zande . 3.381 3.329 3.379 
Design A and R charts with contro} limits at + 3 a 
mean. Also suggest whether the Process is in con : oe deviations from the 
Ol. 


Solution: 


Compute the mean value and the 
between the maximum and minim 


wing at least five sam 
manager has dra 
‘ v 

ie observation on Moisture oem 





Mean of Sample means bi 


Mean of Ranges R 


Ntent 





as yu 


range of each 
uM values wi 


Ples (at ra 
ndom) from ea 
samples ch lo 


(n) f 
nde 
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0.009; 
0016 | 
0.011 | 
0.016 
0.010 
0.012 
0.011 - 
0.006 
0015 | 
0.010 | 


R 


0.0116 


= 33.8690/10 
= 3.3864 


= 0.0166/10 
= 0.00116 
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Instead of computing standard deviation conventionally, we i APProximate 
this by referring to table value. Thus X chart and R chart would be as under; 


X Chart 
UCL=X+A,R 
LCL=X-A,R 
R Chart 
UCL = D,R 
LCL = D,R 


Table values A, — D and D are: 
A = 0.577, -D=0, D = 2.115 
Thus the X chart and R chart would be as under: 


For X Chart, 

UC occcccccccccccccccceeeusticcessestssceseusnccecsesseeceeneneceeeeeeenseneeeeeeeeeneeeensensges 3.3936 
KX... ccouccccucceccecceccocsccsccscccccocccccccnccecccsosseesecarecesensooseseuesecsoceenas 3.3869 
LCL ooecccccccccccccccccceseesensescessrseecessececeecsssnncetecessaeueeesesecssseneeeerenesensseenns 3.3802 
For R Chart, 

Be gece ecacnceccecencnecaciewwstiniacindnsinos'soscavneaavemuna vtensssenacansodTeesdvusastn seta 0.0245 
Pisco vecccssasitscaavedntdassustuntandeasssctibsetesvenwedesvenssnangaeodeswonesersesyroneaenen tam 0.0116 
fe nnn eT 0.0000 


PRODUCTIVITY 


The concept of productivity has received international attention with the declaration 
of International Year of Productivity in the year 1982. Traditionally, productivity was 
considered as an input-output relational measurement. Orthodox views, attribute 
productivity to labour efficiency since the output quantification can immediately 
be related to labour efficiency. However, this hypothesis suffers from a major 
lacuna, as many organizations, despite achieving high labour efficiency (measured 


in terms of value added in manufacturing) suffer from overall dysfunction and | 


become sick. > 


Though organizations operate on team efforts by distributing different functional 
areas to different departments, the ultimate success depends on effective joint 
efforts of different team groups. A lapse in single functional area or areas can offset 
the efficiency of other functional area or areas, so much so that it may ultimately 
affect the corporate efficiency. . ; 





Even within the ambit of input-output relationship, the concept of input ) aS 


widely changed under the present circumstances. Inputs are no longer confined 
within the direct materials used for production but also consider even the supportive 
functions in more abstract form. Thus knowledge, ideas, etc., have also be n 
thought within the definitional context,of inputs. In an organization, produc on 


section, in reality, transforms the physical inputs to outputs. However, other 


by 


functional departments, though not engaged in direct material transformat ¢ 
provide supportive inputs to production departments for efficient functioning. 
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with the declaration of the In 
t 
«ecjousness has Bained Se anita Year of Productivity in 1982, productivity 
jginally enunciated by clasg 


movement 
onal Productivit 
Tracing history, we find halts y Council (NPC) in 1958. 


€ concepts ;, : 

emerged yeti aloha period. After the Sel pa Smeg i) originally 
economy neeced urgent reconst ation and in the war-ravaged 
rationalization in all 


ruction, renoyv 
countries. Growth was then everybody's concern, and 
sneory Was advocated by the ec ‘ and in such, a milieu growth 


onomists. 
The interest in economic 


the economic growth. 

Following basic economic factors have 
crucial factors in economic growth: 

e Capital formation for the present and to co 


e High productivity of all factors of 
and knowledge) 


been unanimously recognized as the 


mbat uncertainties in future 
production and inputs (including time 


Definition 


From the economic point of view, productivity means the yield from— 
e Each factor of production (land, labour, capital and organization) 
¢ Each input (raw materials, fuel, time and knowledge) 


« Overall yield of the joint factors and resources enumerated above in 
combination 


From a common management perspective, productivity in its broadest sense 
is the quantitative relationship between what we produce and resources which 
we use, There is a distinct difference between production and productivity. In 
simple terms, production means a process of transformation of raw materials 
and other inputs into finished goods or services. However, productivity denotes 
surplus generation. While production is transforming inputs into output, by adding 
values, productivity is to get higher output over a given input. The excess output, 
\herefore, tantamounts to surplus generation. Productivity can be increased by 
interchanging the input ratios, whereas, in such changing process, the outputs 
will proportionately increase more than the changes in input ratio. 

Conventionally, productivity was understood as an inevitable outcome of labour 
clliciency, i.e., only-efficient functioning of the workmen could contribute to the 
)roductivity improvement. In a complex corporate system, this emphasis on a single 
‘\clor gradually has lost its importance as with the single efficiency of workmen, 
Productivity cannot be improved or corporate success cannot be achieved. 
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Thus, functional efficiency of all other factors of production and all Other 

: been considered as the ultimat 

goals for overall corporate efficiency. Productivity, thereafter, has been considered 
: mphasis on efficiency of labour 


sub-systems of all such factors have finally 


as the efficiency of total factors instead of the e 
(single-factor approach). ) 
Production = _ value addition to new matcrials 
Productivity = efficiency of production 
f (surplus efficiency of all points) 
f (men, materials, management) 


Factors to Improve Productivity 


Six important factors affect productivity in an organization. These factors are ag 


follows: + 
(a) Nature and Quality of Raw Materials: This factor demands better 
methods to eliminate the awful waste, which is evident in the use of 

natural resources, and to provide for efficient handling. 
(b) Basic Nature of Process Employed: Drive for better methods in using, 


the processes and the procedures. 


(c) 


from, unit to unit. 


(d) Efficiency of Plant and Equipment Employed: This factor partly depends 
on adequate supply of technologies but it equally demand eagerness and 
action at all levels in a firm to obtain the best from existing resources. To 
make this eagerness effective, information on production, performance 
and cost must be made available to all concerned. 

(ec) Volume Continuity and Uniformity of Production: Standardization 
of product resulting in longer and more economical runs depends upon 
finding out the best and the most simple products to fill the market 


what is possible the most valuable of any nation’s resources, demands 
that technologies should be used to the best advantage in constantly 
improved processes. Scientific research should continuously try to improve 


Amount of Plant and Equipment Employed: In India, physical effort of 
a workman is considerably less than many other countries of the world. 
Technically, it is highly uneconomical from productivity point of view fora 
man to do work manually, which could reasonably be done by mechanical 
equipment. Further, it is also counter productive where country’s plant, 
equipment and buildings are obsolete and ill designed. This is due to 
failure to plough back enough capital for modern equipment for the future 
profit. In India, this is particularly evident. Technological obsolescence is 
one of the most important factors for not achieving productive efficiency _ 
by the industries. Many industries are practically sluggish in growth and 
development, and they are retarding day by day. This virtually forces them 
to finally close down their operations. Thus, it is necessary to ensure that 
capital resources are used to the best advantage for productive efficiency. 
Matching investments for plant and equipments for periodic updation of 
existing technologies is also essential. Such investment pattern varies 
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needs and the be ° 
S 
be necessary, but tise. ‘ making it. Some customer's education may 
se and Satisfying, uld not be difficult if the products offered are | 
() Utilization of Man ; | 
is a real need to Pe ei Manpower Is the fundamental resource. There 
of work are not Wastefu] als £eneral planning and detailed methods 
Psi , Productivity irdremene conference on the role of trade 
ouncil during Feb nt organized by the National P 

Coveted g Tuary, 1990 in collabora y onal Productivity 
of Ind tion with Ministry of Labour, 


io improve all aspects of production : 
. workers, training for attitudinal] chan suck as aki 
-] sharing the gains of Productivity. The conf 
) erenc 
for attitudinal changes amongst managers feat bs urgent need 
mistrusts and misconceptions could be cleared and unions so that 
Finally, to understand the spirit of prod 
u i 
essential to clear some misconceptions Mise ee it is 
and purpose of productivity. und the aim, scope 


° Productivity is not concerned with 

member of the society any group of people but that of every 
e Productivity does not signify just more prod 

functional optimization j production but stands for the 

° Productivity does not mean making the worker work harder 

e Productivity does not result in working longer hours or more number of 

days in the week 

¢ Productivity is not confined to factory and manufacturing organization. 

It pervades all spheres of economic activities where human endeavor is 
involved 

The labour force should be involved at planning stage for technological changes 
and productivity improvements. The increased emphasis on small group activities 
such as quality circles and other consultative mechanism is thought as an inevitable 
outcome in the years to come to achieve improvement in productivity. While 
production improvements are important, equally important would be equitable 
distribution of productivity gains among different partners, namely, labourers, 
shareholders, consumers and the organizations themselves and the state. 

The message of productivity should be percolated down the shop-floor level 
(rough necessary training sessions under active guidance of the local productivity 
councils and the National Productivity Council. Finally, the conference also stressed 
upon the necessity to get active cooperation from trade unions to spread the 
inessage of productivity improvements and to successfully achieve productivity 
it Organization for all economic growth and development of the country. 





en ee 
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Productivity Measurements — Ratio Problem 


Conventionally, productivity measurement is left to ratio analysis. This has been 
illustrated with the help of a small problem. 


A company manufactures 50,000 scooters In a year, Each scooter {sg Sold 
at Rs 25,000. The company spend Rs 5000 per desktop In material inputs and 
2,00,000 man-hours to make the scooters. Compute the following Productivity 
ratios problem. 


© Output/labour ratio 
° Output value/labour ratio 
* Value added/labour ratio 


Solution: 


Output/labour ratio (in terms of man-hours): 
= 50,000 desktops/2,.00,000 man-hours = 0.25 desktop per man-hour 


Output value/labour ratio (50,000 Desktops x 25,000 per desktop)/2,00,000 
Man hours = Rs 6,250 per man hour 

Value added/labour ratio: 

This is computed first by computing the value added, which is 


(Output value - material cost) 

= (50,000 x 25,000) - (50,000 x 5,000) = 10,00,000 

So value added/labour (in man-hours) = 10,00,000/2,00,000 
= Rs 5 per man-hour. 


However, this approach towards productivity measurement and, linking it 
straight to wages will neither benefit organization nor it will benefit the workers 
in the long run for obvious reasons explained earlier. | 


In today’s complex production system, since overall productivity is considered 
important than labour productivity, for rational pricing of labour (i.e., linking 
wages), following two models can alternatively yield better results. 


Omni Factor Model 


This model gives a composite productivity index for all input and output costs of 
all the products. While input costs are taken for all, output costs are determined 
on the average marginal costs (AMC) method. Input costs are: 

° Raw material costs | 

s Manpower costs 

‘ Capital costs, viz., depreciation, interest, stock investment, etc. - 

4 Indirect production costs 

® Cost of utilities 

Output costs on the AMC method is worked out as under: 

Assuming, we have three products, A, B and C, 


Aggregate Output 


= Output A + Output B x (AMC of B) + Output C x (AMC of C) 
AMC of A AMC of A 





Vlicre, AMC Percent Quality Management Practices 
WHICre, e 
: 0 : { costs yf A) x 100 
ica eee pur costs o ’ 
tal output costs of A 


productivtty = Aggregate output 
gurrogate Models 


iis model primarily con 
aclors like satisfaction 


/Input costs 


Siders some q 


ua 
of investors, lative factors to _ 


€asure productivity. 


| e 
unsidered In qualitative terms, Quantities Sa 
minder: n of these qualitative terms is done 
sae " satisfactio 
mvestors Sa n(S) = Net 
em ployees’ satisfaction (S.) = a ieee 
otal number of 
manhours 

customers’ satisfaction(S) = Total Sales Revenue/Total umber 

otal n 

_ of customers 

suppliers’ satisfaction (S,) ~ Total purchases/Total umber 

n () 

Suppliers : 


Composite Productivity Index, therefore 
A.S,+ B.S,+C.S.+D.S, 


hic ; 
parameters. . h indicate relative weightage of four 


Linking wages to productivity, based on these two models 


as organizations can objectively price the labour and labour 
legitimate share of Productivity gain. 


- yield better results 
er could also get their 





Difficulty in Productivity Measurement for Knowledge BI 
Workers i 
Measuri ng productivity for number of units produced by a worker using a machine 
is not difficult for the obvious ease of quantification. However, the productivity of bs 
knowledge worker is difficult to measure. This is primarily because of difficulty \ 
\o relate the cost of capital in measurement. Other difficulties can be related to 

lollowing factors: 

* Effects of strategic decision, both positive and negative, may not be 
immediately evident. Such time lag is, therefore, difficult to relate to a 
particular time period. Moreover, we cannot directly relate every strategic 
decision to individual's efficiency and inefficiency. Outcome of some 
strategic decisions may depend on various external factors, which may 
be beyond the control of managers. 

¢ Knowledge workers’ often extend services to other units of an organization, 
which may have some effects on the final output, but it is difficult to 
quantify. To take an example, an advertising manager's efforts in increasing 
Sales are difficult to measure. 

* Knowledge workers often contribute indirectly to the achievement of 
the end result, which is difficult to measure. To take an example, a 
knowledge worker's contributions towards design and development are 





ee 
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directly attributable to the final output. Yet, his efforts are all the more 
important. “1 
For all such difficulties, Total Factor Productivity (1 “4 tall dee te 
approach. as it considers functional efficiency/performance oF all Cepartinen 


of an organization at the aggregate level, without bothering for individuay 
productivity. 


Productivity and Quality 


When quality increases. the productivity also improves. ee hese wastes 
and rework are reduced. and inputs are optimally utilized. Higher productiyj 

enables an organization to reduce price and gain compctitive peibiae both in 
terms of price and quality. Customers also feel happy as they get er for their 
money. Since organization's bottom line improves. it raises the-satisfaction leye] 
of all stakeholders. including employees. The significance of cost of quality has 
been discussed. while explaining the ISO certification requirements. Saving the 
cost of quality will have an immediate effect on the enhanced productivity of 


an organization. All these establish that quality and productivity are indirectly 
related. 


Thus. productivity should not now be misconstrued as labour performance 


alone. It is the sum total of efficiency and, therefore, linking productivity to wages 
should be objectively done to create a win-win situation. 


In the following table, we have explained human development progress in India 
and adjoining countries. In the said table, we have explained human development 
index (HDI) and human performance index (HPI). 





~~ 
Human Development Progress _ & 
Country HDI rank HPI rank | 





_ Bhutan 63 62 : 
Note. HDI and HPI ranks have been recalculated for the universe of seventy-eight countries. 


In the following table, we have explained organizational-level labour productivity 
data of some of country’s leading stee] manufacturers, which indicate 


tbe 
year-wise variation of Jabour productivity. HRD activities in different steel plant 
c / 


played a very significant role in labour productivity. 
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Lab 
Our Productivity Index (Per Tonne per Employee) 
Company 1981-82 
ie 1986-87 1987-88 
sn 7, - - 1990-91 1994 
7 mr £2 4 
DBP | 2a as — 98 108 
3, = 56 56 


24 29 





development activities. 


In organization, total quality 
total quality management, o 
attitude and behaviour and 


management plays a crucial role. To implement 
saree requires to change their employees’ 
achieve complete cult 

eae p ural transformation. Even 


: A yaar ane gement believe only in the 
, to develop the quality of the products and 

services, TQM has also a human dimension. TQM 

organizational transforma =i ae eel arae 


tion process, both by process and people centric 
approaches. Understanding TQM is not possible without a brief appreciation 


of ISO quality system standards. Although ISO per se is not TQM, ISO 
certification (through internal changes) can pave the way for organizations 
to achieve TQM. In the process of adopting TQM culture, an organization 
can transform the behaviour of the people by introducing several employee 
involvement programmes like quality circles, self-managed teams, 
employee empowerment, etc. Once TQM is achieved, organizations strive 
for further improvement, adopting six-sigma practices. But this requires 
developing the problem-solving abilities, innovativeness and creativity of 
people. Quality management, TQM and six-sigma practices, adequately 
elaborate how an organization can sustain in a globally competitive market, 
leveraging the positive behaviour of the people, through continuous focus 
on development of people and quality of products and services. Also, in 
this chapter, we have reviewed the concepts of productivity and explained 


how quality and productivity improvement can be concurrently achieved 
by the organization. 


process improvement aspe 
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TQM: Total quality management from HR point of view; il tot 
adopting organizational improvement strategy through development of, hum 
resources. 

Participative Management: 
employees in organizational functions. 
Manpower Redundancy: Obsolescence 0 
relinquishing them from the employment. | 
ISO: International Organization for Standardization. ISO standards ensure common 
quality systems. ISO family has a scries of standards and specifications, — 7) 
Omni Factor Model: This model gives a composite productivity index for all 


input and output costs of all the products. While input costs are’ taken for al], 


output costs are determined on the average mar ginal costs (AMC) method. 


Surrogate Models: This model primarily considers some qualitative factors to 
measure productivity. Factors like satisfaction of investors, employees, custome! : 


and suppliers are considered in qualitative terms. it - Oa) 














It is possible by involving all cross-sections of 





¢ skill and knowledge of people anq 
























Draw a list of critical skill-sets for software development organizations and suggest 
how they can manage to develop these skill-sets. ‘a 

What is the role of Quality Management Programme in Human Resource Development 
functions? a 
Explain the concepts of Employee Empowerment and Quality of Work Life (QWL). 
How can the human resource development functions in any organization be h ‘Iped 
by these two approaches? oo 
Explain as an HRD manager, why quality management principles are important 
areas of consideration. oe 
Explain the concept of productivity. How can quality management practices enhance 
productivity in an organization? | ie 
What is the difference between the traditional quality concept and the modern 
quality concept? 1 

How does the quality control approach differ with TQM philosophies? } 
Briefly discuss ISO certification norms. In what way can it help an organization to 
improve their internal efficiency? eS 

What is statistical process control? How does it help an organization to improve: 
quality control activities? i 
Short Notes: 

(a) Quality Circles 

(b) QWL 

(c) Employee Empowerment 
(d) Critical Skills 

(e) VRS 

(f) Competencies 

(g) Productivity Ratios 


J 
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LERRNING OBJECTIVES 


After reading this chapter, a student would be able to: 

e comprehend the definition and scope of marketing function 
© know about the difference between marketing and selling 

© understand the functions of marketing management — 


eget familiar with the concepts of marketing analysis, SWOT analysis 
and PEST analysis 


© comprehend the concept of marketing mix 
e learn about the link between strategic plan and marketing 


© understand BCG Growth Share Matrix/McKinsey/General 
Electric Matrix/Ansoffs Product/Market Matrix ) 






e appreciate the need for and requirements of market segmentation _ 





Marketing Management 
,daptation and coord 
. § 


Ina 
effective response ccaiiciin, price, promotion and place for achieving 
marketing management jc the” a ese definitions, therefore, it is clear that 
accomplish Organizatio habe 


of managin 
Nal goals and objectives. ging marketing functions to 


TING FUN 
Scope of marketing funct CTIONS 


ion 
categories: 8 


therefore, can be grouped under following 


Analysis of the Market Situation 


it is done through observation 
and 
appropriate marketing strate ier 


ey. Collected data are anal 
sed and 
oyallable to customers to decree eoePted to ysed an 


erive their satisfaction. meet Ghods and ‘services 
Deciding on Market Goals 


Appropriate marketing goals are d 
services in different market se cided for production 


and selling of good 
gments. Setting mar § of goods and 
production planning to cater to the requir ncaa = help in deciding about 


onsumers. 
Creating Marketing Organization 


To accomplish the market goals and objectives, appropriate market organizati 
ties as ; on 
fixation of responsibility, delegation of a whole, grouping of the activities, 


proper structure of the organization. 


authority and ultimately deciding on the 
























e know about the marketing environment : 
g Procurement and Allocation of Resources 





To achieve the goals and objectives, at the outset, essential resources are procured 
and allocated to different areas as per the plan. Resources cover manpower 
machineries, money and even required materials required for marketing. Proper 


allocations of resources ensure optimization and even help in achieving the 
trade-off between expenditures and returm 


INTRODUCTION 


arketing management is the functional area of business . 
Wieencnent which is concerned with the direction of 
managerial efforts to ensure movement of products and services from 
producers to consumers. Like all other functions of management, 
marketing management also requires planning, organizing, directing, 
motivation, coordination and control. According to Cundiff and Still _ 
(1971), ‘Marketing Management relates to directing those activities, 
the objective of which are the achievement of marketing goals and 
which are well planned, organized, coordinated and controlled. . 
Pride and Ferrel (1977), on the other hand, also emphasized 
the functional aspects of marketing management defining it as 
‘the combined effort of different functions of planning, organizing, 
activating and controlling essential for marketing the functions 
of exchange easy, quick, smooth, efficient and successful.’ Philip 
Kotler (1978) defined marketing management as *...the analysis, 
planning, implementation and control of programmes designed 
to bring about the desired exchanges with target audiences for 
the purpose of personal or mutual gain. It relies heavily on the 


Market Research 


Tastes, habits, preferences of consumers are prone to changes every now and — 
then. Competitors by making their innovative goods and services available, take 
away the market share of an organization. This requires marketing to capture 
the information through market research and adjust with the changed situation 
by making available redesigned products and services or even introducing better 
value-added products and services, replacing their existing one. Market research 
also helps in launching new products, renewing the life cycle of existing products 
and strategy framing, keeping pace with the competitors. 


Controlling of Activities 





Like all other managerial functions, marketing management too require to control 
and to ensure whether marketing activities are being performed in accordance 
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with the specific plan or charted action, This cnable 
to correct deviations in plan, if any, to ensure that intende 
Hence, the scope of marketing management functions covers all these POints 


‘to achieve desired exchange outcomes with target market. 


s the marketing Organizatios 
d goals are achteveg 


DIFFERENCE BETWEEN MARKETING AND SELLING 


The differences between marketing and selling are as follows: 










Points of Marketing Selling 
difference | 
It is a philosophy, a policy of Actual transfer of ownership or 





Features 
poet title of goods or services, 


: 









’ an organization. 





Selling is limited to 
exchange of goods for 
money between sellers and 
buyers. It basically involves 
distribution of products, 
already manufactured in an | 
organization. Selling is a part | 
| 


Scope It has wide scope. It includes 

Patt not only selling but other 
activities like advertising, 
market research, production 
planning and development, 

_ financing, selling, etc. 


of marketing. Hence, it hasa 
limited scope. 


Focus Focuses on the needs of Limits its focus to the needs — 
; the customer or buyer. An of the sellers. This is because — 


organization. duly identifying increased sales help an 

the needs of the customer organization to increase the ! 

attempts to meet such needs _ profitability of an organization. 

by creation of acceptable 
_ goods and services. 


were 





Goals Achieve profit through the 
satisfaction of customer 
demand. Hence, it is 
important to understand 
which products or services 
will help the customers to 
feel satisfied. 


Emphasizes the importance Emphasizes the need of the 
of customers’ demand, their seller. Selling is more 
liking and disliking. product-oriented approach. 


Every organization adopts In case of selling, market 
_ a marketing policy, which analysis, etc., are not essential | 
covers issues like pricing, since selling ultimately is all 
' _ market analysis, planning about effecting transfer of 

and control, etc. Marketing — ownership from seller to buyer — 
tae Lv __- policy provides basic with profit-centered policy he 
~ .— guidelines for marketing sellers’ point of view. ; 
| activity in an organization, 


’ 


It is basically intended to i. 
increase profit by means of 
sales volume. Profit making is | 
primary motto of selling from 
the sellers’ point of view. 


Importance 






(Continued) 
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Points of 





difference ot Selling 
strategy It 

rs rhatketing en for It Is intended to get immediate 
oom long-term dtteetions ba zs 4 result. It is a short-term 
ais on which | Strategy. Many organizati 
| moves ahead to successall adopt their selling strategy 
q establish them ina. foe, J view the present 
scenario. 


competitive market, 


have now assumed the top most priori 

They now require crofeaslanalfen: Bey ioe cess in an organization. 

together develop theit competencies to perform miccessraie ee — base, which 

condition. Generally, all the functions of marketing, explained fois ae market 
of functions for a marketing manager. However, to be more s in orm the basis 
manager's functions cover (i) customer creation, (ii) eas auoe ah marketing 
(iii) ability to interpret marketing data, (iv) coordination of the mark e market, 
(v) policy formulation and (vi) research. mine) uae a 


MARKET ANALYSIS 


Market analysis helps us to determine the market situation in terms of its 

altractiveness or otherwise. Organizations weigh their strengths and weaknesses 

relating it to the opportunities and threats, to understand their capability to 

respond to the market changes, based on such analysis. Systematic market 
analysis benefits an organization in terms of new product development, tracking 
changing demand pattern of customers. Also this helps in demand forecasting 
and accordingly scaling up and down the activities of the organizations. 


David A. Aaker outlined the following dimensions of a market analysis: 
* Market size (current and future) 

e. Market growth rate 

° Market profitability 

° Industry cost structure 

e Distribution channels 

° Market trends 

¢ Key success factors 


MARKET SIZE 


and future sales potentiality of an 
formation from various 


follows: 


Market size is determined based on the current 
organization, It is determined by browsing through the in 
sources, A tentative list of such sources can be enumerated as 
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° Government data 
@ Trade associations 
e Financial data from major players 


e Customer surveys 
MARKET GROWT H RATE 


Extrapolating the past data into the future, market et OW - at ination Sea dl 
in an organization. This is. however, Very erude si variation inthe eee 
growth rate, as it cannot account for the fluctuations or a varie ec Bt hh 
pattern that may occur in future time period for change In nt ‘ outta actors, | 
which may influence the market growth. There are many are a a ae ers, 
like, demographic pattern, growth of a, complementary p . Income 
‘ : ifestyle of users of products me 

ae eee etc. Fora ‘as estimation of market ar pattern} often 
it is recommended to use the product diffusion curve. ire res curve is 
developed based on the study of characteristics of adoption rate 0 a a products 
or services in the past. This information ultimately helps us to ie ele , al of 
maturity. We have already indicated the growth drivers. Some of the indica’ ors of 
decline phase in a product diffusion curve are price competition, decline in brand 
loyalty, availability of new substitutes, market saturation, etc. 44 



























a 
MARKET PROFITABILITY i 
to a great extent, are market depe ndent. 
Organizations may have different levels of profitability in different market sit ation, 
which depends on number of factors. Michael Porter, through his five compe iti ve 
forces, explained the way to measure the market situation. This framewor k of 
competitive forces, to a large extent influences the market profitability. Let us now 
understand such competitive forces. | i 
e Bargaining power of buyers 
° Bargaining power of suppliers 
° Entry barriers a 
° Availability of substitutes . aa 
¢ — Rivalry | hl 
Such competitive forces exert pressure on market profitability. To take an 
example, with a high degree of rivalry, i.e., availability of more competito1 in the 
market, price competition increases and market profitability declines. In the reverse 
case, however, market profitability increases. | ‘a 


i a 
* 


Profitability levels in any organization, 


‘ea 
+e 


INDUSTRY COST STRUCTURE 


Industry cost structure is an important determinant of organizational success 
or failure. Here, again we can refer Porter's value-chain concept, which helps an 
organization to add value to products and services, without, however a tering 
the cost. At times, it can even reduce the costs while increasing the customers” 
satisfaction. sia a 


’ 5a 
' 
j 








Marketing Management at] 


n reaching the products to the end-users on real time 





DISTRIBUTION CHANNELS 
pistribution channels facilitate | 
hasls. Some of the distribut} 
while dolng market analysis 

° Understanding of t 
to understand how 
e Trends and Emergin 


channels can helps us to asses to 
enhance the competitive advantage for Paplametc sid 


¢ Power Struct 
ure of Channels; Understanding the power structure of 


ant aspect of m 
weaken the ch arket analysis. Organizations with 


elie MARKET TRENDS . 
Fluctuations € market trends could be bo 
organization Market trends may be industry a pene i woah? 
market trends influence those organizations that falls under ¢ ea be 
category. General market trends, however san i ai pene: 
(heir industry group. Such trends m ee 
demand or even regional trends. 


KEY SUCCESS FACTORS | 


Key success factors are those which help an organization to achieve its market 


objectives. It also forms an important part of mark 
success factors'can be listed as aba et analysis. Some of the key 


e Accessibility to essential and unique resources 
° Competence to reach economies of scale 

¢ Accessibility to channels of distribution 

¢ Accessibility to the state-of-the-art technology 


It is important to understand that for any organization, key success factors 
change over time. 


MARKET SEGMENTATION 


Market segmentation identifies market portions that are different from the other. 
For a given products and services, market can be segmented into different parts, 
and accordingly, the company can develop their strategies to meet the needs of 
the potential customers. 


Need for Market Segmentation 


To address the needs for competition better, understanding customers’ needs is 


very important, Market segmentation facilitates adoption of suitable customers’ 
Specific or segmented market-specific strategies and accordingly customizes the 
Products and services and remains competitive in the market. It is not possible for 
‘ny Organization to meet every customer's needs; therefore, clustering customers’ 
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yortunity to the organizatio, f 
ability. Treating all customerg 
i 


needs based on market segmentation provides at 
inc ustomer reach and increase PT ! 
ie ine are marketing approach, may ultimately weaken the organizatior 
competitive strength. ( 
Mass marketing means considering market as & Aner ace gtoup ¢ nd 
offer the same products and services to all customers. Mass sia celing in one 
way cost effective for organization, as it allows economics of scale, Economies ¢ J 
scale are achieved not only in production, but also in distribution, advertisin 1 
and sales promotion. However, Mass marketing cannot peerie the differing 
needs and preferences of customers. Such failure ultimately be s to loosing of — 
market opportunities and reduces organization s oo s is why market 
segmentation approach for target marketing is so important lor organizations, 


' 


Requirements of Market Segments 


After understanding the importance of market segmentation, it is now important 
for us to know the requirements for market segmentation. Effective market 
segmentation approach requires understanding of the following criteria: > 
° It should be identifiable so that organizations can measure the differen Ha ing 
attributes of market segments. . — 
* It should be accessible so that the customers in segmented market can 
be reached through communication and distribution channels. 
* It should be substantial so that the segmented market size is adequate 
enough to target, else it may not be economical for the organization to 
address the needs of a small section of customers. oe 
* It should be capable to address the unique needs so that each segmer ted 
offerings is different. 7 a 3 
e It should be durable so that the segmented market is relatively stable 
enough to optimize the cost of frequent changes. | 
A segmented market is internally homogenous but externally heterogeneous 
i.e., within a given segmented market, it is homogeneous but between segmented 
markets, it is heterogeneous. * 


Basis of Market Segmentation for Consumer Markets 


As market segmentation is more appropriate for consumer markets, here we have 
indicated the basis based on consumer markets only. Consumer markets can be 
segmented based on following characteristics: i 


e Geographic 

e Demographic 
e  Psychographic 
e Behavioural 


Geographic Segmentation 


Geographic segmentation is a way of clustering of markets based on geo aphica! 
variables. Such variables encompass following areas: | 7: 


¢ Region: It indicates continent, country, state, city, village, 


or even 
neighbourhood 


oe 
ay 
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It indicates segmentation as per the size of 


nsity: It indicates num 
an, Or rural areas. 


¢ Size of Metro 
population 

° Population De 
urban, suburb 

° Climate: 


politan Area: 


ber or percentage of people live in 


It indicates w 
eather patterns in diff 
‘ erent 
Demographic Segmentation geographic regions 


Demographic segmentation js do 
e Age 
‘ Gender 
e Family size 
7 Family lifecycle 
e Generation 
. Income 
e Occupation 
e Education 


ne based on following parameters: 


° Ethnicity 
e Nationality 
° Religion 


° Social class, etc. 


Some of these variables, from marketin 


categories, while some of these categories earner of View are expressed in Standard 


family life cycle can be expressed as ba ave several stages. To take an exampl 
a ple, 
children), double income group, etc. chelor, married (with children and without 


Psychographic Segmentation 


Psychographic segmentation of customers is done 
interests and opinions (AIO) surveys can be used 
psychographic variables are: 


® Activities 
° Interests 
° Opinions 
° Attitudes 
° Values 


as per the lifestyle. Activities, 
for this purpose. Some of the 


Behavioural Segmentation 


Behavioural segmentation is done based on the actual customer behaviour of the 
customers. 


Some of the behavioural variables include: 
¢ Type of benefits sought 

° Rate of usage 

* Brand loyalty 


* Status of user: potential, first-time, regular, etc. 
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° Degree of readiness to buy 

° Nature of occasions that stimul 
Behavioural segmentation provides the 
be closely related to the product itself, an 
point of segmenting the market. i 


. r Oo usto m J 


ase in larg 
are relatively less and they tend to purchase : 
customers go into the nitty-gritty of product details and take ultimate purct Ase 


. + mostly organizations lit. 
decisions in a group. Industrial customers are n y org ns like: 


j ments and institutio; 
service providers. resellers, govern tutions, 
manufacturers and service p ristics, applicable for consumer markets 


Some of the market segmentation characte Ke 
are also applicable for industrial markets. However, specific market segmentation 
characteristics, applicable for industrial markets can be listed as under: . 


ate purchases ' 
advantage of using varlables, which can 


d hence it could be the inital start, 


e Location 
e Company type 
e Behavioural characteristics . 
Location re i ‘ 
mer is important as, based on this, 


‘For industrial markets location of custo \ th 
companies work out the cost of transportation, selection of vendors and also takes 


decisions on complete supply chain. Some companies like paints manufacturer, 


mav even decide to locate their manufacturing base proximate to markets, te., 
‘ g the finished paints to a long 


customers, for the obvious problem in transportin 0 along 
but also for natural deterioration 


distance, not only for high cost of transportation oratic 
of quality while the items are in transit. Similar considerations are also applicable 
for cement industry. Some companies, however, try to locate their warehouses 
strategically to meet the demands of different markets. ae 


Company Type i 
Type of company is also another important consideration for industrial markets 
segmentation. Such factors are: | “a 

° Company size 

° Industry 

° Decision making unit 


« Purchase criteria " 
$ 


¥ 


Behavioural Characteristics a 
In industrial markets, patterns of purchase behaviour could also be the ba sis fo 
segmentation. Such behavioural characteristics are; _ 
° Rate of usage j 
e Status of buyers like potential, first-time, regular, etc. 
e Procedures of purchase like bids, negotiation, etc. 
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THE MARKETING MIX 


Marketing decisions ge 
P Product £enerally fall into the following four controllable categories: 


e Price 
e Place (distribution) 
° Promotion 


The term ‘marketing mix’ b 
his 1964 article, ‘The Concept ie i ap eat after Neil H. Borden published 


and fact finding and analysis. E. Jerom Carth : 
. ‘Guus eM 
into the four categories that today are teigien a sang eae ai a ingresients 


goal is to make decisions that centre the four P’s on th 
market in order to create perceived value and science oe ves target 


Product Decisions 
The term ‘product refers to tangible, physical products as w 
; ell as 
are some examples of the product decisions to be made: ae 
e Brand name 
e Functionality 


° Styling 

e Quality 

° Safety 

e Packaging 


° Repairs and support 
° Warranty 
° Accessories and services 


Price Decisions 
Some of the examples of price decisions are given below: 
e Some examples of pricing decisions to be made include: 
° Pricing strategy (skim, penetration, etc.) 
° Suggested retail price 
¢ Volume discounts and wholesale pricing 
e Cash and early payment discounts 
e Seasonal pricing 
° Bundling 
¢ Price flexibility 
° Price discrimination 
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Distribution (Place) Decisions 
Some examples of distribution are given as follows: y 
° Distribution channels 3 
°* Market coverage (inclusive. sclective, or exclusive distribution) F 
° Specific channel members 
° Inventory management 
° Warchousing 
° Distribution centers 
° Order processing 
° Transportation 
° Reverse logistics y 
‘ 


Promotion Decisions ia 
In the context of the marketing mix, 
Marketing communication, that is, t 


about the 
Product with the goal of generating a positiv 


Marketing 
Communication decisions include: 

° Promotional strategy (push, pull, ete.) 
° Advertising 

° Personal selling and sales force 

° Sales promotions 

° Public relations and publicity 
Marketing communications budget 


promotion represents the various aspects of: 
° he communication of information 


e customer resp onse 


Limitations of the Marketing Mix Framework 


| 
The marketing mix framework was particularly useful in the early days of the 
marketing concept when physical products represented a larger portion of the 


economy. Today, with marketing getting more integrated into organi ations 
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advantage’). The mz 

which businesses operate te wn with this process is that the ° t’ in 

eflect changes In th ate Is constantly changing. So e ‘environmen 

keting mi © environment and make deci a business must adapt to 

marketing mix In order to succeed. This process student how to change the 
g and decision making 


js known as marketing planning. Wh 
overall strategic planning of a cae marketing planning fit in with the 


ylanning, because it is the job o 

scaintie the links between ihe Potash J yertenncies to understand and 

is quite a straightforward task. For example, in man aor . Sometimes this 

only one geographical market and a limited ae of seb eto. there is 

one product). However, there are cases where the estes fa cts (perhaps only 

management is immense in a multinational business ik hoe marketing 
units located around the globe, producing a wide range ot cron = business 
such management keep control of marketing decision-makin ea a “i senna 
situation? This calls for a well-organized marketing pkatniiae? such a complex 


Key Issues in Strategic and Marketing Planning 


The following questions lie at the heart of any marketing and strategic planning 


process: 
° Where are we now? 


° How did we get there? | 

° Where are we heading? 

° Where would we like to be? 
° How do we get there? 

6 Are we on course? 


WHY IS MARKETING PLANNING ESSENTIAL? 


Businesses operate in hostile and increasingly complex environment. The ability 
of a business to achieve profitable sales is impacted by dozens of environmental 
factors, many of which are interconnected. It makes sense to try to bring some 
order to this chaos by understanding the commercial environment and bringing 


some strategic sense to the process of marketing products and services. 
A marketing plan is useful to many people in a business, It can help to: 
e Identify sources of competitive advantage 


| ° Gain commitment to a strategy 
0 ¢ Get resources needed to invest in and build the business 


¢ Inform stakeholders in the business 
: Set objectives and strategies 
* Measure performance 















and with a wider variety of products and markets, some authors have attempted 
to extend its usefulness by proposing a fifth P, such as packaging, people 
process, etc. 


a... 

Today, however, the marketing mix most commonly remains based on the 4 
P's. Despite its limitations and perhaps because of its simplicity, the use 0: this 
framework remains strong and many marketing textbooks have been organized 





‘ I 


around it. 
STRATEGIC PLANNING—THE LINK WITH MARKETING | 


Businesses that succeed do so by creating and keeping customers. They c 
this by providing better value for the customer than the competition, Mar ceting 
management constantly have to assess which customers they are trying to reach and 
how they can design products and services that provide better value (‘comp stitive 


i eC 
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SWOT ANALYSIS 


Je for -ating strategic alternatives from 9 — 
j imple framework for gence! : mn 
Stadion cir ph is applicable to either the corpo! ate level or the business u \ 


level and frequently appears in marketing plans. SWOT (50 e THe to as 
TOWS) stands for Strengths, Weaknesscs. Opportunies § SWO 


> Edmund P. Learned, C, Rolang 

ae mK described im the lait Tita D. Guth (1969) in Business Polley, 
ersianere ia eae IL: Irwin). The Gencral Electric Growth Council 1 sed 
resi sa eae i _ in the 1980s. Duce to this, it concentrates on the issuc S that 
Sanaa Se ce: st impact. The SWOT analysis is useful when a very nited 
Stal a tae ne availed ta address a complex strategic situation. The foll owing 
evar arahaee te how a SWOT analysis fits into a strategic situation analyse 


{ 
= 





Source: www.marketingteacher.com 


Figure 22.1: SWOT Analysis | - 
The internal and external situation analysis can produce a largejamy) ee 
information, much of which may not be highly relevant. The SWOT anata aan 
serve as an interpretative filter to reduce the information toa wep le qua 
of key issues. The SWOT analysis classifies the internal aspects of the Oe = 
strengths or weaknesses and the external situational factors as oppor pe eo 
threats. Strengths can serve as a foundation for building a competitive a pes 
and weaknesses may hinder it. By understanding these four aspects of its sue 
a firm can better leverage its strengths, correct its weaknesses, capitalize 0 | polder 
opportunities and deter potentially devastating threats. iM 


Multiple Perspectives Needed 


The method used to acquire the inputs for the SWOT matrix will affect th ’ ua 
of the analysis. If the information is obtained hastily during a quick inte vi ry y ; | 
the CEO, even though this one person may have a broad view of the co by. y 
and industry, the information would represent a single viewpoint. The yee y , 
the analysis will be improved greatly if interviews are held with a specu 
stakeholders such as employees, suppliers, customers, strategic partners, €t 


- 


rN 
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pimitations of SWOT Analysis 

hough SWOT analysis ts useful for reducin 


Inlo a more manageable profile, it has a pie ee the epee 
hy classifying the firm's environmental factors into categories ‘a which they may 
nol always fit. The classification of some factors as strengths or w ne ee as 
opportunitics or threats is somewhat arbitrary. To take an seat part ular 
company culture can be either Strength or a weakness. A echasic os fiat 
can cither be a threat or an opportunity. Perhaps what are mor ie rtant than 
(he superfictal classification of these facto hoes 


rs are the firm's awareness and 
its effort In developing a strategic plan to use them to its advantage ois 


INTERNAL ANALYSIS 


The internal analysis isa comprehensive evaluation of the internal nvironment’ 
e 

potential strengths and weaknesses. Factors should Sieh 

organization in areas such as: 


e Company culture 

° Company image ; 
e Organizational structure 
e Key staff 

e _ Access to natural resources 

* Position on the experience curve 

e Operational efficiency 

* Operational capacity 

° Brand awareness 

e | Market share 

° Financial resources 

e Exclusive contracts 

e Patents and trade secrets 


The SWOT analysis summarizes the internal factors of the firm as a list of 
strengths and weaknesses. 


be evaluated across the 


EXTERNAL ANALYSIS 


An opportunity is the chance to introduce a new product or service that can 
generate superior returns. Opportunities can arise when changes occur in the 
external environment. Many of these changes can be perceived as threats to the 
market position of existing products and may necessitate a change in product 
specifications or the development of new products in order for the firm to remain — 
competitive. Changes in the external environment may be related to: 
° Customers 

° Competitors 

* Market trends 

. Suppliers 

° Partners 

e Social changes 


TE 
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e New technology 

¢ Economic environment 

Political and regulatory environment 

above list are macro-environmental variables. 
analysis summarizes the externa 

and threats, When the analysis | 

and used as the basis o 7 


The last four items in the 
are addressed in a PEST analysis. The SWOT 
environmental factors as a list of opportunities 
has been completed, a SWOT profile can be generated 
goal setting, strategy formulation. and implementation. 

When formulating strategy. the interaction of the quadrants in the SWOT pro ih 

an be leveraged to purstje 


becomes important. To take an example, the strengths c 
opportunities and to avoid threats, and managers can be alerted to weakn Seg 
r to successfully pursue opportunities, 


that might need to be overcome in orde 
a 


THE BCG GROWT H-SHARE MATRIX a 
The BCG Growth-Share Matrix is a portfolio planning model developed by Bruce 
Henderson of the Boston Consulting Group in the early 1970's. It is based on the 
observation that a company’s business units can be classified into four categories 


based on combinations of market growth and market share relative to the largest 
Market growth serves as a proxy fo - 


competitor, hence the name ‘growth-share’. 
industry attractiveness, and relative market share serves as a proxy for competitive 
advantage. The growth-share matrix, thus, maps the business unit positions 
within these two important determinants of profitability. al 
This framework assumes that an increase in relative market share will res 1 tin 
an increase in the generation of cash. This assumption is often true because of the 
experience curve; increased relative market share implies that the firm is moving 
forward on the experience curve relative to its competitors, thus developing a cost 
advantage. A second assumption is that a growing market requires investment 
in assets to increase capacity and, therefore, results in the consumption of ca sh. 
Thus, the position of a business on the growth-share matrix provides an indication 
of its cash generation and its cash consumption. a 
Henderson reasoned that the cash required by rapidly growing busir ess 
units could be obtained from the firm's other business units that were at a more 
mature stage and generating significant cash. By investing to become the market 
share leader in a rapidly growing market, the business unit could move along the 
experience curve and develop a cost advantage. From this reasoning, the BCG 


Growth-Share Matrix was born. 
The four categories are: : 
Dogs: Dogs have low market share and a low growth rate and thus ne ither 
' generate nor consume a large amount of cash. However, dogs are cash traps because 
of the money tied up in a business that has little potential. Such businesses are 
:_ 
me large 


candidates for divestiture. 
Question Marks: Question marks are growing rapidly and thus consu 


amounts of cash, but because they have low market shares they do not generat 
much cash. The result is a large net cash consumption. A question mark (also 
known as a ‘problem child’) has the potential to gain market share and become 
a star and eventually a cash cow when the market growth slows, If the question 
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does not Succeed 
In becom 
eh Corsumnotien ng the market lead 
It will degenerate intoa dog eee ie o ies declin 4 
O eclines. 


queslion marks must pe 
are worth th analysed carefi 

arc a ene pv peaenit required to Pi hair al emer ey 

: S generate et share. 
markel share, but also ei amounts of cash because of thei 
growth rate; therefore. th nsume large amounts of cash b eir strong relative 
sie Cash in each direction approximately net °, ar ot 
nets out. Ifa star 


srowth rate declines, The 
: ort 
stars that will become the bed y a diversified company always should h 
cow mi 


Cash Cows: As leaders in a mature 





be displayed in a single diagram. 
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Figure 22.2: BCG Matrix 
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Limitations iy 
The growth-share matrix was once used widely, but its popularity has since faded 
as more comprehensive models have been developed. Some of its weaknesses are; 

Market growth rate is only one factor in industry attractiveness, and relative 
market share is only one factor in competitive advantage. The growth-share matrjy 
overlooks many other factors in these two important determinants of profitability, 
The framework assumes that each business unit is independent of the others, Ty 
some cases. a business unit that is a ‘dog’ may help other business units gain g 


competitive advantage. 

The matrix depends heavily upo! 
A business unit may dominate its sm 
in the overall industry. In such a case, the 
difference between a dog and a cash cow. da 

While its importance has diminished, the BCG matrix still can serve asa simp : 
tool for viewing a corporation's business portfolio at a glance, and may serve asas 
point for discussing resource allocation among strategic business units. 


THE McKINSEY/ GENERAL ELECTRIC MATRIX 


1 the breadth of the definition of the marke ; 
all niche, but have a very low market share 
definition of the market can make the 






ae 


ore 


OR INDUSTRY MATRIX Ie | 
number of the disadvantages of the BCG. 
laces market growth as the dimension of 
broader range of factors other than just 
competitive strength replaces market share as 


The McKinsey/GE Matrix overcomes a 
Box. Firstly, market attractiveness rep 
industry attractiveness and includes a 


the market growth rate. Secondly, 
the dimension by which the competitive position of each SBU is assessed. 


The diagram below illustrates some of the possible elements that determine 
market attractiveness and competitive strength by applying the McKinsey/GE Matrix | 
to the UK retailing market: “sees 

o Size. o Profit Levels 
o Growth o Ability to Differentiate 


o Competitive Rivalry 0 Cyclicality 


Market Attractiveness hee 
righ [Medion [Low 08 














o Mark Share 

o Size/Scale 

o Quality 

o Technology 

o Cost Base 

o Brand Strength 

o Customer Loyalty 


fie 


toe | (ied 
“ Radu ch 7 
Smith }|\ Body Shop 
et i e . , 


Competitive Strength 


| Low | Medium High 


Figure 22.3: McKinsey/GE Matrix 
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‘actor AST, 
factors That Affect Market Attractiveness 


Whilst any assessm 
ent of market attractiveness {s necessarily subjective, there are 


several factors which can 
el 
2 Market size p determine attractiveness. These are listed below: 


e Market growth 

e Market Profitability 
° Pricing trends 

e Competitive intensity /rivalry 
¢ Overall risk of returns in the 
¢ Opportunity to differentiate 
e Segmentation 


e Distribution structure (e.g., retail, direct wholesale) 
’ ’ e 


industry 
Products and services 


Factors That Affect Competitive Strength 
Factors to consider include: 
-¢ Strength of assets and competencies 
e Relative brand strength 
e Market share 
8 Customer loyalty 
¢ Relative cost position (cost structure com 
pared with com 
e Distribution strength i 
e Record of technological or other innovation 
e Access to financial and other investment resources 


ANSOFF’S PRODUCT/MARKET MATRIX 


The Ansoff Growth Matrix is a tool that helps businesses decide their product 
and market growth strategy. Ansoffs product/market growth matrix suggests 
that a business’s attempts to grow depend on whether it markets new or existing 
products in new or existing markets. 






| Market Development | Diversification 





Figure 22.4: Ansoff's Product/Market Matrix 
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The output from the Ansoff product/1 
growth strategies that set the direction 
described below: 


narket matrix is a series of sugges), 
for the business strategy. These ary 


3 
Market Penetration 
strategy where the busines. 
arkets. _— 
ives: 


Market penetration is the name given to a growth 
focuses on selling existing products into existing M 
Market penetration seeks to achieve four main object . 
° Maintain or increase the market share of current products; this can fy 
achieved by a combination of competitive pricing strategies, advertt sing 
sales promotion and perhaps more resources dedicated to p eTsong 

selling a 
°* Secure dominance of growth markets a 
¢ Restructure a mature market by driving out competitors; this would require 
a much more aggressive promotional campaign, supported by a pricing 
strategy designed to make the market unattractive for competito °S 
* Increased usage by existing customers; for example, by introducing loyalty 


} 





















schemes fan 

A market penetration marketing strategy is very much about ‘business as usual} 

A business focuses on markets and products it knows well. It is likely | 0 have 
good information on competitors and on customer needs. It is unlikely, therefore 
that this strategy will require much investment in new market research. — 


Market Development . 
Market development is the name given to a growth strategy where a business 


seeks to sell its existing products into new markets. 
There are many possible ways of approaching this strategy, including: 
e New geographical markets; for example, exporting the product to a new 
country Aa 
e New product dimensions or packaging 
° New distribution channels 
e Different pricing policies to attract different customers or create new 
market segments 


Product Development ‘4 


° ° _ 

Product development is the name given to a growth strategy where a busines 5 aims 

to introduce new products into existing markets. This strategy may reql ire the 

development of new competencies and requires the business to develop modiliec 
products which can appeal to existing markets. f 

iz 

Diversification _ 

Diversification is the name given to the growth strategy where a business marke 

new products in new markets. This is an inherently more risky strategy because™ 


this case, the business moves into markets in which it has little or no experlen@ 
i 


_ will need to be performed for all countries of interest. The following are examples 


Marketing Management bal 
fora 


business to 
idea about what nih wee lversification Strategy, therefore, it must have a clear 
of the risks. O gain from the Strategy and an honest assessment 


PEST ANALYSIS 






nomic Factors 
, OClocultural Factors 
nological Factors 


Figure 22.5: PEST Anlysis 


Many macro-environmental factors are country-specific, and a PEST analysis 





of some of the factors that might be considered in a PEST analysis. 


Political Analysis 
e Political stability 
° Risk of military invasion 
¢ Legal framework for contract enforcement 
° Intellectual property protection 
e Trade regulations and tariffs 
° Favoured trading partners 
e Anti-trust laws 
° Pricing regulations 
* Taxation—tax rates and incentives 
° Wage legislation—minimum wage and overtime 
¢ Work week 
° Mandatory employee benefits 
¢ Industrial safety regulations 
° Product labelling requirements 
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Economic Analysis 


rics of operation 


* Type of economic system in count 
ark 


: Government intervention in the free m 
° Comparative advantages of host country - 
* Exchange rates and stability of host country ¢ 
* Efficiency of financial markets 
° Infrastructure quality 
° Skill level of workforce 
° Labour costs 
* Business cycle stage (e.g., prosperity. 
° Economic growth rate 
. Discretionary income 
° Unemployment rate 

- Inflation rate 

- Interest rates 


urrency 


recession, recovery) — 


Social Analysis 


e Demographics 

° Class structure F 

° Education 

e Culture (gender roles, etc.) 

e Entrepreneurial spirit 

* Attitudes (health, environmental consciousness, etc.) 
e Leisure interests 4 a 


Technological Analysis 


¢ Recent technological developments 

¢ Technology's impact on product offering ag 

° Impact on cost structure 

e Impact on value chain structure | i 

° Rate of technological diffusion a 

The number of macro-environmental factors is virtually unlimited. In praetice 
the firm must prioritize and monitor those factors that influence its indus try. Ever 
so, it may be difficult to forecast future trends with an acceptable level of accurae 
In this regard, the firm may turn to scenario planning techniques to deal will 
high levels of uncertainty in important macro-environmental variables. _ 









MARKETING ENVIRONMENT ia 


The marketing environment surrounds and impacts upon the organizatior 
There are three key perspectives on the marketing environment, namely th 
‘macro-environment,’ the ‘micro-environment' and the ‘internal environ: 1ent 


Marketing Management bel 


This environment Influences the organization directly. It includes suppliers that 
deal sep or Indirectly, consumers and customers and other local stakeholders. 
Micro tends to suggest small, but this can be misleading. In this context, micro 
describes the relationship between firms and the driving forces that control this 


relationship. It {s m 
of afaeree ore of a local r elationship, and the firm may exercise a degree 


The Micro-Environment 





Source: www. learnmarketing.net | 
Figure 22.6: Micro Environmental Factor/Stakeholder Analysis 


The Macro-Environment 


This includes all factors that can influence an organization, but that are out of 

the organization's direct control. A company does not generally influence any laws 

(although it is accepted that they could lobby or be part of a trade organization). 

It is continuously changing, and the company needs to be flexible to adapt. There 
may be aggressive competition and rivalry in a market. Globalization means that 
there is always the threat of substitute products and new entrants. The wider 
environment is also ever changing, and the marketer needs to compensate for 
changes in culture, politics, economics and technology. 


The Internal Environment 


All factors that are internal to the organization are known as the ‘internal 
environment’. They are generally audited by applying the ‘Five Ms’ which are 
Men, Money, Machinery, Materials and Markets. The internal environment is as 
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important for managing change as the extem 39 
of managing internal change ‘internal marketing, . ae st 
It is very important that an organization considers a cny , onment beforg 
beginning the marketing process. In fact, environments oe ysis Should hy 
continuous and feed all aspects of planning. The organization's Marketing| 
environment is made up of: soni — e 
1. The internal environment, e.g.. staff (or Internal customers), offje, 
. | Ole 
technology, wages and finance, ctc. ' as 
2. The micro-environment, c.g., our external customers, agents and t 
distributors, suppliers, our competitors, etc. 
3. The macro-environment, e.g., political (and legal) forces, economic forces, 
sociocultural forces and technological forces. These are known as p ST 
factors. 1 


Po ee 


















al. As marketers we call the Proces 


MICHEL PORTER’S FIVE COMPETITIVE FORCES ANALYSIS . 


Michel Porter suggested five competitive forces and recommended that organizations, 
before adopting their strategy (related to marketing), need to consider these forces, 
so that best strategy can be adopted by them. These forces are as under: 





Competitive Forces How It Influences the Organization | 


_—s«s The degree of competition that a company faces! 
--—-—séhecause of the existence of more number of players | 
in the market. Whe . 
_ With the increased bargaining power of customers, | 
_ firm's competitive position in the market weakens, | 
Hence, any marketing strategy needs to bea doptec 

_ keeping in view the degree of bargaining power of, 

customer. oe 







- ‘Barg ini: 5 Power of 







ining Power of Suppliers’ bargaining power also weakens the { firm's | 
- strategic position. ee 






The opportunity for the customers to substitute t neir 
requirements. With the increased opportunity, f 
competitive position weakens. gala 













- Either imposed by the government or the regula 
eet, bodies (in the form of licensing, etc.,) 0 
ae: - restriction due to long gestation period or bari 
Tes sti a _ created by the company itself, occupying the 





r natw 
WHA ; 


_ period is the period during which the firm can 
____ make any profit, for technical bottleneck to ach 
commercial run, aye 





8 r. af 
Porter suggests that the organization should account for the above competitive 
forces while framing their marketing strategy and also can make effective use ol 


g 
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generle medicines |jke 


focus, If the firm hist leadership, differentiation and change in business 
advantage. To fight agaj 


Marketing management | 
to accomplish organizati 


S the process of 
onal goal 





















Market Research: Through market research. organizations keep track on the 
tastes, habits, preferences of customers. Study the competitors’ strengths and 
weaknesses, redesign products or launch new products, frame strategies, etc. 

Market Segmentation: Market segmentation is the identification of portions of 


the market that are different from one another. Segmentation allows the firm 
to better satisfy the needs of its potential customers. 


Psychographic Segmentation: Psychographic segmentation groups customers 
according to their lifestyle. Activities, interests and opinions (AIO) surveys are 
one tool for measuring lifestyle. Some psychographic variables include: activities, 
interests, opinions, attitudes, and values, ete. 

SWOT Analysis: SWOT analysis is a simple framework for generating strategic 
alternatives from a situation analysis. It is applicable to either the corporate 
level or the business unit level and frequently appears in marketing plans. 
SWOT (sometimes referred to as TOWS) stands for Strengths, Weaknesses, 
Opportunities, and Threats. The SWOT framework was described in the late 
1960s by Edmund P, Learned, C. Roland Christiansen, Kenneth Andrews and 
William D. Guth. 
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2. 


help the marketing manager of an organization? , 
3. Explain the concept of marketing mix. What are its four parameters? de 
4. What is market segmentation? How does it benefit the marketing programme of an 
organization? — 
5. Explain how we can link strategy with marketing. What are the tools and techniques 
used in strategic marketing management? -*{ 
6. Short Notes: 
(a) SWOT Analysis } | | 
(b) BCG Growth Share Matrix - 
(c) McKinsey/General Electric Industry Matrix 
(d) Ansoffs Product/Market Matrix 
(e) PEST Analysis 
(f) Marketing Environment 
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; ing model devel 
‘ trix: It is a portfolio planning ; PPE 
The BCG Growth-Share Ma roup in the carly 1970's, IUs bag 


sston Consulling G 

fa ee eee de business units can be wre Into four 
categories based on combinations of market growth ane market share relative 
to the largest competitor, hence the name ‘growth-share | 
The McKinsey/GE Matrix: It overcomes a number of the disadvantages of the 
BCG Box. Firstly, market attractiveness replaces market growth as the dimens; 

of industry attractiveness and includes a broader range of factors other than Just 
the market growth rate. Secondly, competitive strength replaces market sh 
as the dimension by which the competitive position of each SBU is assessed. 













. 


REVIEW QUESTIONS _———————— 
: | 


Define marketing functions. What is its scope? How it is different from Selling? — 
What are the important dimensions of market analysis? How does a market analysis | 
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Materials Management and 
Inventory Control 


a 


LEAANING OpJectives 


After reading this chapter, a student would be able tr 


® appreciate the definitions : 
and concept of materials managem 
; 
and inventory control _ 


be familiar with various activities involved in materials 
management 


; ed 
know about the selective inventory control through various 
techniques 


e understand the concept and theories of Economic Ordering 
Quantity 

* comprehend the process of supply chain management and 
inventory control 


INTRODUCTION 


Mac's are one of the vital resource inputs in any production 
process. Conventionally for any organization five M's resource 
inputs are vital. Five M's are Men, Machines, Materials. Money and 
Management. In today's business contexts, however, information 
and knowledge are also construed as vital resource inputs. 
Relative importance of such resource inputs, however, varies 
from organization to organization, though, materials are almost 
considered as the most vital resource input, for any industry or 
business: It does not, however, mean making available plenty of 
materials resources in any organization for its smooth functioning. 
Holding materials involve costs. For any organization, the prime 
objective is to maximize ROI (rate of return). ROI is judged 
with respect to the ratio arrived by dividing the profit/capital 
employed (investment). While profit is total receipt minus the total 
expenditure, capital investment is the aggregate of fixed assets 
and current assets. ROI for any organization can be maximized 
by increasing total receipts, reducing total expenditures, reducing 
investments in fixed assets and also by reducing investments in 
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current assets. Materials’ costs are incurred in two ways—cosl of materials and the 
cost on materials. Materials are one of the current assets, and around 40 Per cen, 
of the currents assets are blocked in inventories of raw materials, consumables _ 
work-in-progress materials (i.c., materials at different stages of production And 
finished goods). Therefore to maximize ROI, the efficient Inanagement of ma als 
assumes importance. It means organization's profitability can substantially Inc Cr Se } 
with materials and inventory control. _) & 


For many manufacturing organizations, materials cost alone varies from 
40 per cent to 60 per cent of the total costs. This phenomena itself SURgests 
that effective management of materials can benefit the organization to Teduce 
the overall cost. With reduced cost of operation, organizational profitability als 0 
increases. Integrated materials management practices require well-coordip fed 
decision-making approach in all management-related activities regarding Materials 


e, 


like, material planning and indenting. purchase systems and procedure, ya ety 
reduction through standardization and rationalization, reducing uncertaint; es in 
demand and supply, handling and transportation, inspection, storage and issue 
of materials, inventory management, vendor management and finally, dispo sal of 


obsolete, surplus and scrap materials, etc. 






















* 
hms 
» 


MATERIALS MANAGEMENT— DEFINITIONS AND CONCEPTS 


ond 

Materials management is a coordinated joint action of various materials-relateq 
activities to achieve the organizational goal, adopting the integrated approa h to 
plan, acquire, process and distribute materials. Therefore, materials managem ent. 
is a key business function, and it coordinates various materials-related actiy ties 
like planning, sourcing, purchasing, dispatching and storing, optimizing the cost 
and also to deliver the customers on time. In today’s situation, scope of materials 
management function extends to new areas like supply chain management, 
Just-in-Time, value chain management, etc. il 

Operationally, a materials manager needs to perform various duties like 
inventory management, value analysis, receiving, storing, managing slow-mo ving 
and non-moving materials, etc. Based on the industry practices, we can categorize 
materials management functions into following four types: a 

e Planning and contro] of materials 

° Purchasing of materials 

¢ Value analysis of materials | aa 

¢ Physical distribution of materials = ' 


It is an approach for planning, organizing and controlling all those activities 
principally concerned with the flow of materials into an organization. The scope of 
materials management varies greatly from company to company and may include 
materials planning and control, production planning, purchasing, inventory control 
and stores, in-plant materials movement and waste management, Main issues in 
materials management are: ) 

e Manufacturing and process of value addition 

6G: 


* Operation, keeping pace with the requirements of environment and 
competition | 


* Delivery lead time and manufacturing strategies 
* — Roles of material management functions in an organization 


« 


“- 


a 


Typically, materlals management 
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e Supply chain Management 
° Manufacturing Processes 


‘Thus, materials 
Paeieren production Sat Involves short-time horizon decisions on supplies, 
évels, Staffing patterns, schedules and distribution. 


and not aggregate. Inventories are items 


Tr, exces 


On the other hand invent 
. 0 ma 
organization to meet unpredictable 4 nagement becomes necessary for the 


against supply uncertainty and to scan hedge against poor quality, to guard 


avail econ 
Depending on the nature of Organiza omies of bulk purchase. 


of inventory holding varies. However. ast prt its areas of activities. type 
materials, consumables, spare Parts, etc. Ga of inventory are, raw 
are independent of market demand also hold Bthished ¢ whose production plans 
sales in the market. Cost of raw materials for ebhrand for subsequent 
varies between 35 per cent and 40 Per cent in India. Takin Sania, organizations 
costs, i.e., general consumables, Spare parts and even ie to consideration other 
holding costs of many Indian org Shed goods, invento 


anizations rise to av 
cent to 35 per cent. In many world class cysiistons ah acs isis La 
' on o 


Just-in-Time (JIT) inventory control systems, invento 
considerably. Therefore, we can understand the im 


ccurs. In the process, RIFD helps 
in effective inventory control, generating automatic orders. 

In the following table, we have explained various stages of material cycle to 
illustrate that inventory control functions encompass all these areas. 


Planning 


Hn 


= Procurement 


Disposal and 
Condemnation 


.. Receipt and 


Distribution er Inspection 


Storing 
Figure 23.1: Material Cycle 
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Planning function involves determination of categories - sae wry on 
future demand. Future demand depends on past consumption, eha 1B gC lentele, | 
mee hile planning, an organization alg, 
priorities of organizational activitics. Also, 1 See pet 
requires to specify the quality and the quantity to be proc d oe = 
In procurement phase of inventory control, the ant eoueall ens: € 
right quality, right quantity, right price, right time a a vender eval tie ys 
Decision-making areas consider issues like, vendor developme m , uatt on, 
rate contract decision and distribution of financial authority o procuremer © 
At the receipt and inspection stage of inventory control, ane (te verifPa does 
checking of quantity, physical condition and chemical snapeh Nh eweae Bp cal 
and chemical propertics of materials received). However, in a »c emica] 
testing need not be necessary. ‘ Ml 
At the storage stage. areas like location, preservation, layout and materials 
issue are considered. Location means the exact place where stock piling is done: to 
store the inventory. In some organizations, centralized storage space is used, and 
all departments draw their requirements from such centralized store. However, 
for certain items, storage in the specific departments, where the production wo ald 
be carried out. is considered more appropriate, either because of the size as it 
may create the problem for lifting heavy item and more from one place to ariother 
or because of preservation problem. To take an example, storage of certain i ems 
requires environmental conditioning. Hence, preservation issue is also consid 1 d 
while storing the materials or the inventory. Layout is the physical arrangemen : 
of storage space. For quick retrieval, it is necessary to store the materials in suc h 
a way, so that materials issue can be done much easily and quickly. The oth or 
important area of material storage is to determine the system of material issue, 
Many organizations follow the norms of material issue against the standard intends 
duly signed by the authorized representatives of the users’ section. However, 
where organizations are centrally controlled, such material issue may require the 
approval of a designated official, like a purchase controller, etc. Another area of 
material issue is record keeping. Effective record keeping is done through bind card — 
posting by the store clerk. However, with barcoding and also with the availability 
of many inventory controls like ERP (enterprise resource planning) modules, such 
record keeping tasks have now become much easier. : 


At the final phase of material cycle, disposal and condemnation is done folloy ing 
methods like, mutilation, defacing, segregation, colour coding, etc. Whatever ma 
be the approach for disposal and condemnation, the basic purp 


ose is to separate 
such materials, so as to avoid its inadvertent use in production. ’ 
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SELECTIVE INVENTORY CONTROL 3 
Inventory contro] requirement varies from item to i 
inventory control is used. Item-wise variation in j 
on the cost of the item, nature of criticallity, lead time, frequency of use, e vf 


Thus, selective inventory control ensures the least loss of energy and efforts, 

and it also optimizes the cost without enough loss of time. 
Depending on the objectives of the organization, we can use following pes 

of selective inventory control techniques. 4 
® ABC analysis 
° HML analysis 


tem. This is why the term selec tive 
nventory control systems depends 
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° VED analysis 
® SDE analysis 
e GOLF analysis 
° SOS analysis 
° FSN analysis 
8 XYZ analysis 


ABC Analysis 


ABC analysis is the most elemen 


which is enforced throu YPE of selective inventory control technique. 
gh controlling the value of : 
monetary value of the items. To take an Tighe as. 


of items in terms of its monetary 







cent of no. of items A 
15 per cent of no. of items  B 







Value of an Item = Annual Consumption No. x price/unit 


os ae 
75 


Cumulative 


Percentage 
in Monetary 
Value 


0 10 30 | 100 
Cumulative Percentage of Items in Number 
Figure 23.2: ABC Model 
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HML Analysis 


This is again another inventory centrol technique, which analyses the ttem 

according to its price and classifies it HW, M and L types. H type ee are high 

priced, L types are low priced and M types are medium priced. Some of the 

objectives of carrying out HML analysis are: , ‘ 

© Delegation of responsibility of purchasing to the right level of Pcople, 

depending on the costs of procurement a 

* Developing the suitable purchase policies, on the level of inventory 

holding of H, M and L type of items, manner of procurement of items like 

should it be purchased based on EOQ or purchased when it ts absolut ly 
necessary), etc. — 

° Keeping control over consumption at the department level. For this, he 

authorization to draw materials from the stores will be given to high leve} 

H items. low level for L items and medium level for M items | ' 

* When it is desired to decide the frequency of stock taking, then » ery 

frequently H category, very rarely L category and averagely M category ; 

are considered as the basis | | 

e Arranging security arrangements for the items. H items should be under 

lock and. key, L items could be kept open on the shop floor and the 

M items should be under supervision _ 






























a 


complete halt without the availability of materials. Materials are classified into 
the three types as under: . 

e V-Vital 

° E-Essential 

e D-Desirable ia 

Vital materials are those, without which production will completely stop. For 
example, due to the absence of bearing, rolling machine cannot operate. Airlines 
industry is bound to keep stand-by engines as its absence; at times, the industn 
may require flight cancellation, which costs to the industry an enormous revenue 
loss. Essential items are those whose cost of non-availability is very high for 
the organization. For some paper mills, bamboo is an important raw material 
Availability of bamboo from the forests, at times, becomes uncertain because 
of number of reasons. It could be for the problem of insurgency, bad weather 
conditions, inaccessibility to forest areas due to natural calamities, ete. It is due 
to these reasons paper mills, which depend on bamboo as raw materials, prefer 
to stockpile even their six-month’s requirement, else production process (which 
is a continuous one), may adversely get affected. Desirable items are those whose 


non-availability may not cause immediate loss of production, but may cause some 
minor disruption in the short run. 


‘s | 


‘ 
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n {ts absence may seriously affect the 
oduction, when its procurement lead time 
saleable item in the market, and finally 
ry limited (many times a single supplier) and 


Any Inventory {tem may be vital, wh 
production process or may force | . whe 
is high, when the ttem {5 ieee fa of pr 
when the vendor or the supple : andard 
(hey are located tn far off Manes ve 


Hlow to Conduct VED Analysig? 


The process of conducting VED 
analysis js Ziven below: 


Step: 1 
Identification of factors that are important f 
or 


below provides some tentative guidelines: performing VED analysis. The table 


Commercial No 
n-stock 
nite and std item but 
em 
according to 
supplier std 
Outstation 





Step: 2 
Assign points or weights to the factors in order of their importance 
Step: 3 | 


Divide each factor into three degrees and allocate points to each degree 
Slep: 4 | 


Make categorization of pl 
fect sais P ans to provide the basis of evolution of items as per the 
en 





oD 
wR - 
= 
Step: 5 
Specily the degree and allocate Weight to all the factors. 
Step: 6 


Evaluate to get the final score and make classification of items. 
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SDE Analysis 

SDE analysis takes into account variot ' 

basis. Such day-to-day purchasing problems Ma) 
1. Non-availability 

Scarcity 

Long lead time 

Geographical dispersion of vendors or suppliers 

. Unreliable supply sources o 
Materials manager, after performing SDE analysis, allocates the jot of 

procurement to the subordinates who can control the inventory efficiently, This 

delegation solely depends on the nature of items. J 
From this perspective, materials can be classified into three categories, Ke: 


» 


iz ‘ 
is purchasing problems on day-to-day 
be for: y 
‘ieee 

0 j , 


s* 
.s 














uP WN 


° S-Scarce materials 
e D-Difficult materials _ 
° E-Easy materials i 


« 
2 


Scarce Materials 


Scarce materials are always in short supply. Normally, these materials are either 
imported in nature or procured from government agencies like Director s€neral 
of Supplies and Disposals (DGS&D), etc. Due to their nature, these items are 
procured on yearly interval. These materials are normally in short Supply. They 
can be imported material or can be even procured through government agenc: 2s or 
authorities. For the obvious cumbersome paper works and efforts and expenditure 


involved, these materials are procured on yearly interval. a 


Difficult Materials . (Se 


These materials are not very easy to procure, but are available from indigenous 
sources. Normally, vendors for these materials are geographically dispersed; hence 
lead time for procurement of these materials is very high. Even at times, these 
materials are not standard saleable items: hence, vendors need to customiz > the 
requirements of the organizations and may even ask for the developmental costs or 
oie costs. Some of the items required by Ordnance Factories in India are of 
is type.  - 


Easy Materials 


SDE analysis also helps in formulating purchase policies, based on whi 

those involved in materials management function can contribute their best, For 
scarce materials, forward purchasing policies, for difficult materials : 
Purchasing policies and for eas 
commonly adopted. 


: hed Lule 


y materials, contract purchasing policies ar 
ri 


3 


| i 


( 
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lysis, and it is based on the nature of market 

and suppliers. 

quanitlty.ot ie type of market and nature of suppliers, we determine the 
J time, payments terms, delivery commitments of vendors. 


cic. Segregation of ve 
us’ to’ cldaaity tHert i Nahai on the variations on the above issues. helps 


on procurement. Suppliers or vendors are eer ene taking the decisions 
* G for government as under: 


e  O for ordinary or non- 


GOLF Analysis 
GOLF analysis is Similar to SDE ana 


overnm 

e L for local ; = 
e  F for foreign 

All these suppliers have their own 


procedures and so on. For a materials ee hee own administrative 
in mind all these typical issues to function efficiently a ral a to keep 


SOS Analysis 
the seasonality or non-seasonality of the 


® S stands for seasonal items 


° OS stands for non-seasonal items yy 
Based on seasonality and non-seasonality of the items 
i rocuremen 
vary. To take an example, in case of sugar ard ree a 


items, which are available throughout the year, need not be procured in bulk. In 


this case, organizations may lose the price discounts, but they substantially save 
the cost of inventory carrying. 


FSN Analysis 


This analysis is done based on the movement of item. ‘F’ items are those which 
are fast moving in nature in a given time period, However, fast moving does not 
mean that these items are consumed in bulk but their pattern of consumption 
is frequent. ‘S’ items are slow moving in nature and are required occasionally. 


‘N’ items are non-moving in nature, and they may not be demanded by the user 
seclions for a long time duration. | 
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Based on this analysis, materials section manages and operates the stores ang 
decide the procurement actions. To illustrate, materials department arranges the 
fast-moving items close to the point of issue to reduce the time loss for materja 
handling. Similarly, slow-moving and non-moving items need to be stacked jp 
order to optimize the stores space. From the point of view of inventory contro], — 
FSN analysis helps. since organizations can avoid unnecessary procurement of _ 
slow-moving and non-moving items, putting them in liquidity crunch, © 


XYZ Analysis 
This analysis is made based on the value of left out stock in the stores. ‘X items 
are those whose value of left out stock is very high. ‘Y items are those whose 
lefi-out stock value is moderate. ‘Z items are the residual items, whose left-out 
stock value are neither high nor moderate, i.e., is very low. Materials managers, 
based on such analysis, can plan not only for procurement but also for secureg 


- 


storage of items. | 


ECONOMIC ORDERING QUANTITY 


Economic ordering quantity indicates order of optimum quantity of materials 
keeping in view that the cost of ordering and inventory holding is minimum, | his 
is a test of reasonableness, commonly known as Wilson EOQ Model. It was devel. 
oped by Harris in 1913: however. its application. offering in-depth analysis was 
pioneered by R.H. Wilson. This is why as an acknowledgement of his contribution 
the EOQ Model is called a Wilson Model. : aa 
We have following assumptions of the EOQ Model: 
° Unchanged or constant cost of ordering 
° Demand pattern is constant “Ss 
e¢ Fixed lead time - 
° Procurement price of the item is constant, i.e., no consideration for 
discount . a 
e Instantaneous replenishment - 
At the EOO level, costs of ordering and inventory carrying become minimum. 


EOQ Variables _ 
For computing EOQ, we require quantitative value of following variables: — t 
° Q = order quantity 
° Q* = optimal order quantity 
° D = annual demand quantity 
° P = per unit purchase cost 
° C = per order fixed cost ‘al 
¢ H = per unit annual holding cost (also known as inventory carrying cost) 


+ 
ad 
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Total Cost F uNnction 
Using the total cost fy 


nction, we can c 
rie hl that at the EOQ level, as dol the single-item EOQ formula, which 
formula is as follows: § cost and Carrying cost remain equal. The 


Total Cost = Purchase cost + Ord 


1. Purchase Cost: y 
2 Ran demand ag etd ye on pc 
, 4 Cost of la . x L). 
by C. Assum Placing the orders, _ 
hypothetical pai ch order has the fixed ae fixed and indicated 
indicated by C oa needs to order /Q ering. i.e.. C. and our 
; times per year. This is 


in the stock, and it is represented by rape quantity of materials lying 


(which ind; between 
pty). cost of which is indicated as F « < 


average quantity in stock (betwe 
so this cost is H x Q/2. a replenished and empty) is Q/2 


The derivation of this formula, th 
eTefore, is tha lution 
optimal quantity of order. Q* is independent pa P ey of O gives Q* ie, 
C: D, H. se Le. it is the function of only 


Inventory control in any organization is of prime 


Let us now understand various components of costs. 


Annual Usage/Demand: We express these costs in terms of units, i-e., the 
predicted annual demand or usage. In EOQ equation, this cost aspect can be 
easily determined, once we arrive at the annual predicted demand. = 

Order Cost: This cost is the purchase cost or set up Cost, and arrived at by 
summing up the fixed costs that is incurred by the organization every time the 
order is placed. To be more specific, this cost relates to the activities involved in 
processing the order, like costs for placing purchase order or requisition, costs 
for purchase approval, costs to process the receipt of the purchase items, costs 
incurred for incoming inspection, processing of invoice and payment to vendors. 
In some cases, we can also consider inclusion of in-bound freight (i.e., for the 
materials received) in the cost of ordering. Hence, these costs depend on the 
order frequency, and not really on the quantities ordered. For placing any order, 
organizations need to spend time. Such time costs are included in the order costs. 
A tentative detail of time costs can be given as follows: 
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Reasons for Time Spent 5 ; 


These are important to match the res 
with the order and to maintain pr : 
records, as these are essential doctum: 


for future audit 
Some organizations constder such time Ie 
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or also in cost of ordering, while others di 
= consider these costs. However, itis more 
= a convention not to consider these cog 






as these are incurred only after place 












of order ao 
However, time spent for quality inspectio: 
confonnity with the technical specificatic 
and process is not considered, as these ec 
are included in the cost of inspection 
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Inventory Carrying or Inventory Holding Costs: Inventory carrying or hold 
costs are the cost associated with the cost of stocks lying in the stores, ily 
two costs are included in the inventory carrying or holding costs—interest costs 
on investment made on idle inventory and the cost of storage. In EOQ, inventory 
carrying or holding costs are computed based on the annual cost per average 
on-hand inventory unit. Thus, inventory carrying costs are variable and d -p end 
on the inventory levels. d 
Primary components of inventory carrying costs are—interest on investment 
made on the inventory, cost of insurance (as it directly relates to the inventory 
value) and the cost of storage. 


Graphical Solution of EOQ Model 7 


If we minimize the sum of the ordering and carrying costs, we also need tor mize 
the total costs. To help visualize this, we can graph the ordering cost and the 
holding cost as shown in the following chart: 
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Economic Order Quantity 









14,000.00 
12,000.00 | —— Order Costs 
Y 
2 10,000.00 [i 7 7 Carrying Costs 
rs — Total Costs 
: 8,000.00 
oO 6,000.00 
ie 
g 4,000.00 
e * 
2,000.00 ike 
0.00 . 
ea rer 
nb Do 8 3 3 So 6 
7 RSSBBR E2888 g 
Order Quantity (Units) | 
With the minimization of the sum of the ordering i 
minimize the total costs. The above chart plots costs en oo costs. we can 
order quantity on the horizontal or X-axis. The straight a bee Ce = 


inventory carrying cost curve. With more o z : 
cost line increases proportionately. The ig ee tory carrying 
from Y-axis, decreases more as it approaches to X-axis. This is hep eekee 
cost curve, which depends on the volume of order quantity. With the ae 
the ordering quantity, ordering cost will decrease. and thereby will result to fewer 
orders in a given time period. The intersection point of the two canes minimum 
total costs, i.e., the level where inventory carrying cost and ordering costs optimize 
and the organization can conveniently decide the EOQ level ordering quantity. ) 
Stock holding or inventory carrying costs are incurred while keeping the stock 
overtime. We have already discussed the nature of other costs above. Conceptually 
speaking, often some of these costs elements, although relevant, are difficult to 
represent in numeric figure. Nevertheless, we need to apportion, say for example, 
the overhead costs (costs for heating, lighting, security coverage of storage areas) 
to fit those into EOQ models, so that we can optimize the inventory costs. Let us 
now understand various EOQ models. 


Basic Model of EOQ 


In the basic model of EOQ, we consider the following situation, where— 
° Organization places orders to a supplier 
¢ The supplier delivers exactly the quantity asked for 
e The organization passes the supplied items either to the internal customers 
or to the external customers. Internal customers indicate various divisions 
and departments within the organization, who make use of these supplied 
items to transform it to the finished goods 
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Assumption: 


e Stock used at a constant rate, say R units per year 











e Order cost or the set up costs, C, fixed for each order § | 
* No lead time, i.e, the procurement time gap after placement of the 4 
order 


A : 
b 
e Y 


Variable stock holding cost is C, per unit per year 


Batch or lot size of order is Q (which we need to decide using thts | 
model) 


b Asic 


With th above assumptions, the graph of overtime period takes the following 
shape: 


Q 


Note: Allow stock to fall to zero as no time needed to replenish stock 


Stock level 


Here we have that: 

Annual holding cost = C, (Q/2) | 
Where, Q/2 is the average (constant) inventory level i a9 
Annual order cost = C, (R/Q) 
where (R/Q) is the number of orders per year (R used, Q each order) 
So total annual cost = C, (Q/2) + C, (R/Q) | 


-Tota] annual cost is the function we wish to minimize, decidin 
value of Q. 


A purchase cost is associated with the R units 
constant as R is fixed; so we can ignore it here, 


The following diagram illustrates how 
annual holding cost and annual order 


: 3 


g the appropriat 
per year. However, this - 


change in these two component s, Le 
cost influence the change in Q, Le., th 
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ase of Q, holding costs increase, but the order 
nnual cost curve looks like: 


ordering quantity, With the tncre 
cost decreases. Thus, the total a 


Cost 


s— Order cost 


Holding cost 
“e 





Order Quantity Q 
Figure 23.3A: Total Annual Cost Curve 


a™ 


Using this we can calculate, at which level of Q?, we can ha: 
costs. Let us now look at the following equation: minimum total 


d(total cost)/dQ = C,/2-C, R/Q = 0 for minimization 
which gives Q? =2 C,R/ C, 


Hence the best value of Q (the amount to order = amount 
Q = (2R C,/C,)°5 


This is known as the Economic Order Quantity (EOQ) 
Example: 


Stocked) is given by 


An organization expects to sell 200 units of an industrial product per year. The 
storage cost for per unit of refrigerator is Rs 20 per year. Costs for ordering are Rs 
35 per order, and the rate of interest is close to 10 per cent per year. Total cost 


for one unit is Rs 100. Using the EOQ formula. compute the economic ordering 
quantity for this item. 


Solution: 
E0Q = (2R C,/C,)°* 


In this case, R = 200, C, = 35 and the holding cost C, is derived as follows: 


C, = Rs 20 (direct storage cost per unit per year) + Rs 100 x 0.10 (rate of 


interest, which is an opportunity cost for the loss of interest, when the item 
remains unsold for a year) 
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As we cannot order for the fractionated unit, we consider EOQ as 22, 


Hence, EOQ = 22 units. 
We can illustrate this calculation using the diagram below: 


Industrial Management re 
: 
i.e., C= Rs 30 per unit per year . | ie 
Hence EOQ = (2R C./C,)°8 = (2 x 200 x 35/30)°* = 21.602 ot 


1600 
1400 


1200 


1000 


Holding cost 
ss, Order cost \ 


0 5 10 15 20 25 30 35 


Order quantity 9 


Note: Total cost curve usually flat near EOQ 


Figure 23.3B: Total Annual Cost Curve 


With this figure of EOQ, we can compute our total annual cost as under; 


Total annual cost = C,(O/2) + C(R/ Q) i 
Total annual cost. therefore, would be (30 x 22/2) + (35 x 200/22) 
= 330 + 318.2 = Rs 648.2 


Example: 1a 
Let us take another look into the above problem. Assume that the company 
decides to order for twenty units in each order, instead of twenty-two units pure} 
for some internal reasons. What would then be the extra cost for the company for 
deviating from the EOQ value? ss 
With a Q of 20, the total annual cost would be: 
= Rs (C,Q/2) + (C,R/Q) 
= Rs (30 x 20)/2 + (35 x 200/20) = Rs (300 + 350) = Rs 650 
Therefore. the extra cost for deviating from the EOQ would be the diffe erel 1c¢ 
between Rs 650 (total annual cost for 20 units) and Rs. 648.2 (total ann al cos 


for EOQ units, i.e., 22) , ie., Re 1.8 


a 
Ty 
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SUPPLY CHAIN MANAGEMENT AND INVENTORY CONTROL 


A supply chatn Indie 

organization to procirvand a of factlities and distribution available to an 

not only benefits an o oe riute materials. Effective supply chain management 

(ititatied producta bel eng ee si materials and Ee those into 

cost-effective manner. uting the same to the end users in the most 
Supply chain management principles are applicable both 


for the manufacturing and 
Service . 
differ from organization to oo however, its extent and manners 


n 
of items only at times of necessity management helps, as it ensures procurement 
services to customers on real-time b 


Supply Chain Decisions 


Supply chain decisions can both be strat 

chain management Issues are aligned with i sie : 
and usually viewed from the long-term p 
management issues are taken for the short-te 

-term, f 

activities. Some of the strategic and operational ace on day-to-day 
supply chain considerations are—(a) location of the unit. (b) nese by the 
(c) inventory control (d) transportation (distribution). __ production process, 


4 \ 


Location Dectsitons 


Location decisions are concerned with the concentrati 
on of producti 
stocking points “ny sourcing in appropriate places. It nial een ue 
commitment on the size, number and the possible paths f u 
and services to the customers. paths tor the flow of products 
Location decisions have a significant impact on the bottom line (profitability) 
and the top line (sales and revenue) of the organization. 


Production Decisions 

Production decisions are concermed with the items to be produced in different plants 
or units of the organizations, when organizations have the presence in number of 
locations. Such plant- or unit-wise production scheduling has significant impact 
on the sales and revenues, costs and the overall customer services. 


Inventory Control Decisions 

These decisions refer to inventory control issues in the organizations. Effective 
supply chain management can reduce the level of inventories of raw materials, 
semi-finished and finished goods. Such decisions make use of push or pull 
deployment strategies, policies om control, optimum level of stocks, ordering and 
re-ordering level, safety stock level and even on the location of stocking. 


Transportation Decisions 

The choice of mode of transport to ship m 
the inventory control decisions. Customer 
play vital roles in such decisions. 


aterials is also strategically linked with 
service levels and geographic locations 
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LEAD TIME 


Lead time is the time required between the moment we are hans sane on nee for 
stock and the actual replenishment of stock. It can cither be ee i a Cx Oet 
Internal lead time is the time period after the need for gece Ss se CIs ag ized, 
and the order is placed. It includes the time taken to review os sep » trade 
inquiries, tenders, quotations and the final approval from the higher authorities, 
External lead time is the time taken by the supplier to supply the materials after: 
it receives the order. | sa) 

















Just-In-Time (JIT) concept enhances the excellence in manufacturing operations, 
It ensures wastage minimization. Wastage minimization is achieved ensurin; g 
movement of materials at right place at right time. JIT ensures minimization 
of the non-value-adding activities, by proper synchronization of all operatione w 9 
activities, focusing on climination of wastage on labour, materials and costs, 
In fact, it is also considered as another quality improvement step. Inventor 
control in materials management can be achieved through JIT practices, when 
organizations focus on vendors development and source the materials on as and 
when required basis. Wal-Mart's less than 1 per cent inventory carrying costs 
is basically possible for successful JIT practices. Every Wal-Mart store is visited 
by all vendor representatives during closure hours to replenish the materials 
on shelf spaces to ensure that optimum quantity of items are available for next 
day's trading. EOQ is also another tool for JIT practices. Indian organizations 
are, however, not so far successful in implementing JIT, resulting unnecess ary 
wastage and rising cost burden. JIT benefits the organization in terms of colossz 
costs savings and strengthen its competitive advantages. 
vi 


he 
Materials are one of the vital resource inputs in any production process, _ 
Conventionally, for any organization, five M’s resource inputs are vital, _ , 
Five M's are Men, Machines, Materials. Money and Management. In many 
manufacturing organizations, the cost of materials alone happens to range 
from 40 per cent to 60 per cent of the total expenditure. Obviously, a better 
management of material is essential to achieve organizational success, — 
This chapter has discussed about various activities involved in materials © 
management. To take an example, how to plan and control materials, how 
to purchase materials, how to do value analysis of materials and the process 
of physical distribution of materials. Selective inventory control techniques 
like, ABC analysis, SDE analysis, GOLF analysis, SOS analysis, FSN~ 
analysis, XYZ analysis, etc., have been explained with suitable examples. 
Various EOQ techniques and their applicability in different sttuations have 
also been explained in this chapter. Finally in this chapter, we have also 
discussed about supply chain Management aid inventory control. val 


hie 


JUST-IN-TIME ‘i 
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Iter to item b It means variances in the method of control from 

be cost of ier anh a selective basis. The criterion used for the purpose may 
» Cri 

or something else. Ucally, lead time, consumption procurement difficulties 


Order Cost: This cost ; 
by summing up the fia the purchase cost or set up cost, and it is arrived at 


the order Is placed. Costs that are incurred by the organization every time 
Invento Carryin 

cost Coen cont (Inventory Holding Costs): It is also called holding 
primarily fade'ap of the cena ssociated with having inventory on hand. It is 
storage cost. € Costs associated with the inventory investment and 
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Selective Inventory Control: 















i 
} 
i 
f 


on activities over a day- 


effectively and efficiently manage the product flow in the ‘strategically’ planned 

supply chain, 

There are four major decision areas in supply chain management: (a) location, 
(b) production, (c) inventory, and (d) transportation (distribution), and there are 
both strategic and operational elements in each of these decision areas. 

Lead Time: Lead time is the time required between the moment we are aware 
about the need for stock and the actual replenishment of stock. It can be either 
internal or external. 

Just-in-Time: Just-in-Time (JIT) is a process for achieving excellence in 
a manufacturing company based on the continuing elimination of waste. 
Waste is considered as those things which do not add value to the product. It 
accomplishes this by moving material to the necessary place at the prone 
time. Each operation is closely synchronized with the subsequent ones to make 

that possible, 


















REVIEW QUESTIONS SSS 


, rities 

1, Explain the concept of materials management function. What are the activ 
involved in materials management? sine 

2. How does inventory control relate to materials management functio 
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